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Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 


ross 
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Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


ELECTRIC CORPORATION 
Sold by Leading Wholesalers 


PENN-UNION 
ERIE, PA. 
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McCORMICK & BAXTER ™ 
CREOSOTING CO. Z 


: KZ 
UNIFORMITY 


—A McCormick & Baxter 
service! Our new, large- 
capacity equipment, our 
88 acres of storage capac- 
ity, our deep water dock- 
age, rail sidings and 
our own Doug- 

las Fir timber 

mean prompt 
deliveries of 

exacting orders. 
Callus... 

we deliver! 


SS 


ORMICK & BAXTE 
CREOSOTING CO. 


OFFICES 
BOARD OF TRADE BLDG.. PORTLAND, OREGON 
485 CALIFORNIA ST., SAN FRANCISCO, CALIF 


TREATING PLANTS 
STOCKTON, CALIFORNIA * PORTLAND, OREGON 
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3ARBER Conversion Burners 
Get the Most from 
The Present Equipment 


Why use a gas flame to heat a refractory, to heat in turn a fire-pot 
—when you can heat the fire-pot DIRECT with a Barber Conversion 
Burner? Barber's controlled flame action scores a direct hit on the 
combustion chamber the first time, without any intermediate ele- 
ments, and the flame thoroughly “scrubs” all heating surfaces. Bar- 
ber patented air-activated jets produce the hottest known flame 
1900°) on natural atmospheric pressure. That means efficiency—the most from 
equipment, the most from the fuel. 





arber Conversion units, round or square, are made for all types ot furnaces, 
iso steam or hot water boilers, in a wide range of sizes and are further ad- 
stable so that they correctly fit the existing equipment. When the owner 
lready has automatic con- 
ols, these are usually 
daptabie to a Barber in- 
allation. Get the conver- 
on burner that's custom- 
ilt to suit the job—a gen- 


No. 324-B Barber Burner 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


3ARBER*®BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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A smart pipe vise 
and workbench 


Catily 200 ty 


where you need it 


RikgIb 


TRISTAND 


\ 
* WORK-SAVER PIPE 


THE RIDGE TOOL COMPANY » ELYRIA, OHIO, U.S.A. 


@ It makes sense that this 
efficient Tristand, practical- 
ly a portable workbench, be- 
comes more popular by the 
month, Hinged legs fold in 
for easy carrying to the job. 
It sets up solid against tip- 
ping. Ample room on top, 
slots for tools, a pipe rest and 
three handy pipe benders 
. remarkably convenient. 
Comes with chain or yoke 
pipe vise, LonGrip jaws easy 
on polished pipe. Strong mal- 
leable construction, years 
of easier pipe work. Ask 
your Supply House for the 
RIZAID Tristand. 


* 


Tristand 
made also with 
yoke vise. 


TOOLS 
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Pages with the Editors 


N* that the campaign oratory is be- 
hind us, the time has come to de- 
cide just what the American people really 
meant when they-voted so heavily in favor 
of such a big turnover in Congress. Nat- 
urally, spokesmen for various schools of 
thought spring into action at this point 
and claim that the voting is a clear in- 
dication of a “people’s mandate” for this 
or that objective of their special choos- 
ing. Sometimes these claims are a little 
hard to reconcile with the electoral statis- 
tics. For example, there is former Sec- 
retary of Commerce Wallace’s preélec- 
tion statement that Democratic loss of 
control in Congress could only be charged 
against the failure of the party to remain 
loyal to the more progressive features of 
the New Deal, and that the only way that 
party could regain such control would be 
by regaining that loyalty (and, presum- 
ably, turning more left wing than ever). 


But when we check off the names and 
count noses of those Democratic mem- 
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DONALD R, RICHBERG 


bers who will be among the missing when 
the roll is called for the 80th Congress 
next January, what do we find? We find 
the heaviest casualties among those 
Democrats who have always been out- 
standing in their loyalty to the more left- 
wing tendencies of the New Deal. On 
the other hand, that faction of the party 
(centered chiefly in the southern states ) 
most at odds with Mr. Wallace’s ideas 
seems to have survived pretty well. The 
administration’s loss of Senate control 
turned chiefly on western and eastern 
seats where the CIO-PAC was supposed 
to be very strong. 


NE difficult line of interpretation, 
which the individual Congressman 

is going to have to thresh out for himself, 
is the temper of the majority of American 
people on labor reform legislation. An 
honest review of the recent campaign 
forces us to admit, reluctantly, that 
neither of the major parties was entirely 
honest in dealing with this issue. Hardly 
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Wherever snow fighting is serious 
business, Marmon-Herrington All- 
Wheel-Drive has long been the big 
name in motor trucks. 

Big, husky, powerful, built to buck 
and conquer the worst that winter 
has to offer, Marmon-Herrington All- 
Wheel-Drive converted Ford trucks 
accomplish the seemingly impossible 
—start in where conventional-drive 
trucks sit down and quit. Equipped 
with blade or rotary plows, these great 
trucks knife through deep drifts, hard- 
packed snow and ice-encrusted sur- 
faces with amazing speed and ease. 





ALL-WHEEL DRIVE FORBS. 


CONQUER DEEPEST = 


NTER SHOW 


Marmon-Herrington All-Wheel- 
Drive converted Fords are real all- 
year, all-purpose trucks too—as use- 
ful and efficient in June as January. 
With live power and traction in all 
wheels, they have the great power, 
strength and stamina to handle every 
kind of tough trucking job, under 
every type of operating condition . . . 
on the highway or off. 

For the complete facts about 
Marmon-Herringtons—both the All- 
Wheel-Drive converted Fords and the 
big Heavy-Duty models—see your 
near-by Marmon-Herrington dealer. 


MARMON-HERRINGTON COMPANY, INC. « INDIANAPOLIS 7,-INDIANA 


Marmon-Herrington All-Wheel-Drive 
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8 PAGES WITH THE EDITORS (Continued) 


any realistic citizen would dispute that 
the question of whether or not we need 
labor union reform legislation is one of 
the major issues confronting our coun- 


try today, 


A majority of such citizens might 
even go so far as to say that it is THE 
leading domestic issue, But to see and 
listen to the various political candidates 
of both parties, performing in the recent 
campaign, one would think that no such 
issue was before the American people at 
all. Candidates were perfectly willing to 
talk about the virtues and vices of the 
dying OPA, of the horrors of Com- 
munism, and the heroism of our brave 
veterans, and many other topics of local 
interest. But when the specific question 
of amending the Wagner Act was 
broached to many candidates, they sud- 
denly seemed to get hard of hearing. 


AND yet it is the very Congress which 
was elected as the result of this campaign 
which will have to deal with this question 
of whether new labor legislation is 
needed. Perhaps the recent election re- 
turns will give the average Congressman 
enough insight upon how the people real- 
ly feel about this matter for him to act 
in a decisive and forthright fashion. Per- 
haps the threat of punitive political ac- 
tion by organized groups has been finally 
exploded to the satisfaction of some of 
our more timid Congressmen. But cer- 
tainly the atmosphere would be clearer 





OSWALD RYAN 
NOV. 21, 1946 





today if the voters had not been com- 
pelled to cast ballots on a number of im- 
portant but unknown quantities, of which 
labor reform legislation is only one. 


UBLIC utilities are almost certain to 

be in the limelight when this ques- 
tion of labor reform legislation comes 
before the next Congress. This can be 
seen in the remarks of a leading speaker 
before the public utility section of the 
American Bar Association during its re- 
cent convention in Atlantic City. Follow- 
ing our annual custom (interrupted only 
by the hiatus in conventions during the 
war) we are publishing as an appendix 
in this issue the three principal papers de- 
livered before the utility section. 


Donacp R. RicHBERG, whose address 
on the need for compulsory arbitration 
in the settlement of utility labor disputes 
is reproduced as part of this special ap- 
pendix, is too well known to warrant 
more than a particular reference at this 
point. That ts the fact that Mr. Ricu- 
BERG, now practicing law in Washington, 
is the special adviser to members of both 
the House and Senate Labor committees, 
who expect to sponsor labor union re- 
form legislation in the next Congress. 
For this reason, the remarks of Mr. 
RIcHBERG, who has a long and seasoned 
record of expert judgment in the field of 
drafting labor legislation (including co- 
authorship of the Railway Labor Act), 
take on added significance, for our read- 
ers, when he directs his attention to the 
field of public utility labor relations. 


THE other two speakers, whose ad- 
dresses are reproduced in the special ap- 
pendix in this issue, are OswALp RYAN, 
member of the Civil Aeronautics Board 
(and former chief counsel of the Fed- 
eral Power Commission, as well as some- 
time contributor to this magazine), and 
Emer A. Smit, senior attorney of the 
Illinois Central System. 


THE next number of this magazine 
will be out December 5th. 
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“PCA” controls UTILITY 








materials accounting 


Remington Rand Punched-Card Accounting Methods 
maintain exceptionally efficient records of 
equipment and supplies movement. 


@ Utilizing the accuracy, speed and economy of auto- 
matic punched-card methods, the tremendous volume 
of materials and supplies used in wide-scale public 
utility operation is completely controlled and account- 
ed for in every detail, providing periodic summaries 
and reports of operations by every category desired. 

Such control includes material accounting on Requi- 
sitions (job material orders), Intra-company or de- 
partmental Transfers (from one storeroom to another 
in a unit company), Inter-company Transfers (from 
one company to another in a multi-company opera- 


tion), Reclamations (return of materials) apd Retired 


Property (replaced field equipment). These are writ- 
ten against the following orders, as required: Job 
Orders (work under $500), Construction Orders (work 
over $500), Maintenance Orders (company equipment 
in the field), Shop Orders (work produced in shops), 
“X” Work Orders (Standard construction within the 





company), “Y” Work Orders (standard constriction 
work for customers), “T” Work Orders (any tempo- 
rary connections), Engineering Orders (experimental 
work), and Account Orders (equipment replacement 
and retirement work). 

In addition to the control of materials, Remington 
Rand Punched-Card Accounting also offers public 
utilities top efficiency in Payroll preparation, Labor 
Distribution, Consumer Billing and Accounting, and 
many Other applications, furnishing analyses and re- 
ports to meet the requirements of both managemen 
and operational divisions. ' 

More complete information on the application of 
punched cards to utility operation in its various phases 
may be obtained by writing to our nearest branch or 
to Remington Rand Inc., Tabulating Machines Divi- 
sion, Room 1787, 315 Fourth Avenue, New York 10, 
New York. 


Reninglon Read 


PUNCHED-CARD ACCOUNTING 


*The HOLE 
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Steel Rolling Doors 


Rugged all-steel construction. 
Coiling upward action. 


se io doe Effective counterbalance. 
pees Agee merits bending. Flexible interlocking steel-slat 


shipping or warehousing. 
Just tasted provonser 7 KINNEAR Steel Rolling construction. 
Doors. They rood an all-metal door curtain of rugged, Motor operation and remote 
pone = clearing the pe he et aw th wall and control if desired. 
floor space, and remaining out of reach of damage when Jndividually engineered for 
For advantages of quick, labor-saving, each opening. 
, KINNEAR Moter Operators may be 


Hi 
‘ 
Pad 
¥ 
x 
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Many others. 
NNEAR MANUFACTURING COMPARY 


Offices and Agents 742 Yosemite Avenue 
in All Principal Cities San Francisco 24, Calif. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOonrTAIGNE 





“No law in the history of a democracy has been effec- 
tive without public support.” 


* 


“When the flow of ideas and information is blocked, 
human progress and creativeness languish.” 


* 


“I submit that anything not subject to compromise is 
not a subject for collective bargaining. It is a plain hold- 
up.” 

* 


“Most labor leaders have learned that precipitous wage 
increases do not necessarily result in increased standards 
of living for the laboring man.” 


* 


“Reconversion in record time, top wages, and high em- 
ployment were not accomplished by a broken-down eco- 
nomic system, destined for the scrap heap.” 


* 


“The system of private competitive enterprise would not 
survive, even in America, if the industries of most of the 
countries of the world became state monopolies.” 


* 


“T doubt very much whether the American wage earner 
really believes that anybody can guarantee security in this 
world, What he really wants is steady employment at a 
fair rate of pay.” 


* 


“Currently, unions may be reluctant to strike for higher 
wages in the face of the public’s temper against strikes. So 
they will lean heavily, as usual, on the administration to 
make a new wage pattern behind which this. can be 
achieved.” 

& 


“The attempt to control prices without wage control 
and rationing not only fails at the basic anti-inflation job 
but also forces the country into black markets. A sound 
wage-price policy must be worked out or there will be 
continued industrial unrest.” 


12 
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* MAXIMUM PROTECTION AND LONG LIFE - 


CRESCENT 


Steel Taped 
PARKWAY CABLE 


in all voltage ranges from 600 to 5000-V 
with rubber insulation 
—600 to 15,000-V 
with 
varnished cambric insulation 
For direct earth 
installation 





N° other protection required except at points of 
extreme mechanical hazard. Being well protected 
from ordinary mechanical injury and easy to install, 
they provide an economical, permanent underground 
system. 


These cables are widely used for street lighting 
Tunes comboeTon circuits, railroad yard lighting and signal systems, 
eye Fog lh ag airport power and lighting circuits and in industrial 


bles, to 1.P.C.E.A. specs. . 
Special cables to oo plants and mines. 


tomer's specifications. 


CRESCENT @ 
WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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Eprrortau STATEMENT 
The Journal of Commerce. 
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REMARKABLE REMARKS—( Continued) 


“Nothing is more stimulating to individual initiative 
and private enterprise than a good injection into a com- 
munity of low-cost public power.” 


* 


“It is no longer sufficient for retailers to sell merchan- 
dise and nothing more. Our real job today is to sell our 
[free enterprise] system along with our products.” 


* 


“The dominant fact of our time is the towering place 
of the machine, of applied science, in the lives of man- 
kind.” . 

e.. 

“We tax ourselves more and more in order to hold down 
living costs, devouring our economic vitals to do so and 
bringing ourselves constantly nearer to totalitarianism 
government and lower and lower standards of living.” 


5 


“Labor has come to the conclusion that the time has 
come to drop artificial government controls which have 
kept the nation’s economy off balance. If we ever expect 
to restore peacetime conditions in America, we must first 
restore peacetime freedoms.” 


* 


“It is going to tax and take all our creative ingenuity 
to demonstrate before the world that competitive enter- 
prise is not an archaic and decadent form of society, that 
competition among individuals does work to elevate the 
lot of mankind.” 


* 


“The great Federal power projects in our state, which 
were essential to victory in the war and which provide 
the foundation for economic development of the Pacific 
Northwest, are predicated upon the wide distribution of 
power through public bodies.” 


* 


“The fetish of the protection of rights of minorities in 
America has well-nigh obscured the rights of the long- 
suffering majority, . .. The rights of the majority to the 
pursuit of life, liberty, and happiness should not be at 
the mercy of a militant minority, such as we witness 
today.” 

e 


“Fair competition is the keystone of the American sys- 
tem of business regulation, There is room under this 
system for both large and small distributors, who are at 
liberty to vie with each other in serving the public. The 
antitrust laws are designed not to suppress the large en- 
terprise, but only to make sure that it does not abuse the 
power derived from mere size.” 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 











OF BILL ANALYSIS 


A but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of acent peritem. ~ 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 











Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detrolt Montreal Toreate 
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COMBUSTION 


C-E Products include all types of Boilers, Furnaces, Pulverized Fuel Systems and Stokers; also Superheaters, Economizers and Air Heaters 
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Recent 
C-E STEAM GENERATING UNITS 


For Utilities... 
HARDING STREET STATION 


INDIANAPOLIS POWER & LIGHT COMPANY 












he C-E Unit, illus- fired using C-E Tangential 

trated here, is now under con- Burners. The slag tap furnace 
struction at the Harding Street _is completely water cooled with 
Station of the Indianapolis bifurcated plain tubes on all 
Power & Light Company. walls. The Elesco Superheater 
A duplicate of one that was is of the two-stage type. Super- 
placed in service in this station heat temperature control is 
in 1942, this unit is designed for assured over a wide range of 
a pressure of 975 psi, a total rating by virtue of the thermo- 
steam temperature of 900 F and statically controlled bypass 


a maximum, 24-hr. peak capac- damper. Two Ljungstrom re- 
ity of 400,000 lb of steam perhr. generative air heaters follow 
The unit is pulverized coal the boiler surface. A-989A 


a 
ENGINEERING 


200 MADISON AVENUE, NEW YORK 16, N. Y. 
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HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


xx 
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PUBLIC UTILITIES: 
When you buy trucks, remember this 


only DODGE builds 


enever you buy trucks, it will pay you 
o remember . . . “Only Dodge Builds 
ob-Rated’ Trucks.” 
n the wide range of 175 Dodge Job-Rated 
hassis models—there’s the right truck to 
t your job... and to save you money. 
nd when you buy a “Job-Rated” truck 
ou have the assurance that every unit— 


‘Gob kaled™ trucks 


such as the engine, clutch, transmission, 
springs and brakes—will be Job-Rated for 
top performance with your loads .. . over 
your roads. 


For maximum economy of operation— 
for long-lasting dependability—get the 
one truck that best fits your job... get 
a Dodge Job-Rated truck! 


DODGE DIVISION OF CHRYSLER CORPORATION 


FIT THE JOB LAST LONGER 


 f 
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Typical of Grinnell’s advanced pipe 
fabrication facilities is this forming 
process for outlets in headers which 
simplifies erection of piping on the 
job by eliminating difficult intersec- 
tion type welds. They are made pos- 
sible by this company’s 95 years of 
piping experience and continuous lab- 


Whenever piping is involved—Grin- 
nell has the specialized knowledge, 
field engineering experience and the 
)reaeng rem facilities to handle the job 
rom first plan to actual operation. 
From this one source you can get 
everything from a tiny tube fitting 
to a complete power or process piping 


installation. 


GRIGGPELL 


PIPING 


oratory research and experimentation. 









GRINNELL COMPANY, INC. Executive 
Offices, Providence 1, R. I. Branch warehouses 
in principal cities. Manufacturing Plants: 
Providence, R. L; Cranston, R. L.; Atlanta, Ga.; 
Warren, Ohio; Columbia, Pa. 
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= NovEMBER +H 
21| T*| 4 Mid-Southeastern Gas Association begins eighth annual meeting, Raleigh, N. C., 1946. 
22 F { Independent Natural Gas Association begins meeting, Fort Worth, Tex., 1946. 
23| S* | 1 New Jersey Utilities Association begins meeting, Absecon, N. J., 1946. @ 
24 S { Joint meeting o v5 Cates. aed Florida Sections of American Water Works Association 
u ends, Havana, Cuba, 1 
M { National Association of Electric Companies, Public Relations Clinic, begins, Atlanta, 
25 Ga., 1946. 
26 T* { Florida Independent Telephone Association ends meeting, Ocala, Fla., 1946, 
W { Interstate Oil Compact Commission winter quarterly meeting will be held, Dallas, Tex., 
27 Dec. 9-11, 1946. 
28 T* { Midwest Industrial Gas Council will hold meeting, Chicago, Ill., Jan. 24, 1946. 
F { American Gas Association, Residcntial Gas Section, Eastern Natural Gas Sales Con- 
29 ference, will be held, Pittsburgh, Pa., Feb. 13, 14, 1946. 
30 Se { American Gas Association, Residential Gas Section, Midwest Gas.Sales Conference, will 
be held, Chicago, Ill., Mar. 17, 18, 1946. 
@ DECEMBER @ 
+ S q New England Gas Association will hold meeting, Boston, Mass., Mar. 20, 21, 2) 
1946. 
M { National Exposition of Power and Mechanical Engineering begins, New York, N. Y., 
2 1946. 
{ American Gas Association—Edison Electric Institute, Accounting Conference, will be 
$i-T* held, Boston, Mass., Apr. 7-9, 1946. 
” W { Oklahoma Independent Telephone Association begins meeting, Oklahoma City, Okla., 
1946. 
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Courtesy, Cuget Suund Fower & Lignt Company 


Business-managed Power on the Columbia River 


Pictured is Puget Sound Power & Light 
Company's Rock island plant, located 
twelve miles south of .Wen- 
atchee, Washington. 
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Power in the Reaches of the 
Pacific Northwest 


Struggle for the markets between subsidized government proj- 

ects and unsubsidized private companies, the Bonneville Power 

Administration, public utility districts, municipal lighting sys- 

tems, and private plants. Power interconnection contracts of 

the Northwest Power Pool, distinguished from BPA, required 
for interconnection and codperation. 


By DALE WHITE* 


HE giants are still slugging it out 
Te the Pacific Northwest despite 
eight years of unrelenting battle 

and complicated strategy. It’s colossal 
Federal-owned Bonneville and _ the 
Goliath of public power groups against 
the private utilities, a two-against-one 
combination generating a political fight 
as hot as their high-voltage power lines. 
It is difficult to understand why 
power should be political dynamite in 
the Northwest where electric rates are 





* Professional writer of business articles, 
Ramsay, Montana. 
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among the lowest in the nation, and 
where they were low before the advent 
of the two Federal projects. It is not 
the case of consumers crusading for 
better service and lower rates. It is not 
economics—but politics. 

The stakes are big because whoever 
controls the generation and transmis- 
sion of electrical energy can wield much 
influence in industry, transportation, 
and communications—a potent plum 
the public power advocates would 
make the basic ingredient for eventual 
socialization of American industry. 
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Collaboration so far being anathema 
to the administrators, a businesslike 
settlement of the controversy would ap- 
pear unlikely. Contract-hungry Bonne- 
ville seems determined to drive its best 
customer out of business. Yet these 
same antagonists joined hands success- 
fully in the operation of a little-known 
but vital war weapon—the Northwest 
Power Pool—a borrowing round robin 
that fed ample power to the war indus- 
tries and war-worker swollen cities of 
five northwestern states. 

There is no mistaking this fact: 
Through the construction of such dams 
as are included in the TVA program, 
Boulder, Shasta, Grand Coulee, and 
Bonneville, the Federal government is 
definitely in the power business, now 
and for the future. Too many hun- 
dreds of millions have been spent in 
their construction and development 
programs to discard them in order that 
private interests might once more have 
the field to themselves. At the same 
time, too many millions of small inves- 
tors’ moneys are placed with private 
power companies, too many cities and 
states look to tax revenues accruing 
from their profitable operation, and 
too substantial an amount of Federal 
taxes would be lost if they were forced 
out. 


b dese of Washington and Oregon, 
major battleground for the 8-year 
feud, have expressed themselves on 
how they feel about this issue of public 
versus private power: Keep both; the 
competition is swell. 

The people of the Northwest accept- 
ed these dams with considerable enthu- 
siasm, including the private utilities 
which looked on them as regional de- 
velopments and anticipated distribut- 
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ing part of the power generated. They 
halted their own major construction 
projects, since it was obvious there 
would be a vast supply of power on 
hand which they hoped to purchase in 
part on workable contracts and dis- 
tribute over their existing transmission 
lines. 

But why bother about a regional 
feud? For two reasons: First, as the 
Bonneville project derives its being 
and support from Federal taxes, every 
taxpayer has stock in its program, 
profitable operation, and conduct; sec- 
ond, a precedent is being set here for 
government versus business and gov- 
ernment and business. 

With more than a quarter of a billion 
dollars already spent on the Bonneville- 
Grand Coulee projects and their admin- 
istration, taxpayers now face the even- 
tuality of several times that amount 
being invested in dams proposed or 
contemplated for the Columbia river 
basin. These will provide an ultimate 
capacity of 15,000,000 kilowatts of 
public-generated power in an area that 
consumed only 3,353,500 kilowatts of 
public utility-and private utility-gen- 
erated power at the peak of its war 
production period. 

The two dams now have a surplus of 
better than a half-million kilowatts of 
power on hand, yet their immediate 
plans call for the installation of addi- 
tional generators to increase their out- 
put considerably. 


URING the war over two-thirds of 
Bonneville power contracts and 
income was from cancellable short- 
term industrial contracts which lopped 
off fast as war production tapered off. 
The 1944 income statement showed a 
minimum of interest charges of $5,- 
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141,057 and a charge for depreciation 
of $2,258,529, totaling $7,399,586, 
which had to be met regardless of can- 
cellations. These fixed charges alone 
were greater than the total gross reve- 
nues that year from all noncancellable 
contract sales for power. 

A query as to how the present sur- 
plus would be absorbed following the 
expected slow-down period during re- 
conversion elicited two wunpractical 
possibilities : The electrolytic industries 
(such as aluminum and magnesium 
plants) would use great quantities once 
they resumed production, or the city of 
Seattle would, when converting to elec- 
tric residential heating. 

The future of the light metals indus- 
tries in the Northwest is all fouled up 
in problems relating to monopolies, 
transportation rates, lack of enough 
high-grade ores in the region to allow 
profitable operation, surplus com- 
modity disposal, and adjustment of the 
power rate; and electric residential 
heating is barely beyond the experi- 
mental stage, too expensive in mainte- 
nance and installation to permit its 
widespread adoption. 


Pas power advocates attempt to 
justify this on a cart-before-the- 
horse theory that, where a vast amount 
of cheap hydroelectric power is avail- 
able, industrial expansion follows as a 
matter of course. Although electrical 
energy is important, its availability and 


e 


cost are of small importance as a draw- 
ing card to industry as compared with 
markets, raw materials, reasonable 
transportation costs, and taxes. The 
only instance where its cost approaches 
equal importance is in the electro- 
chemical and_ electrometallurgical 
processes or refrigeration. 

Were the future of the Northwest’s 
industrial activity tied up largely with 
electrolytic processing, some reason- 
able surplus of power generation might 
be justified. But industrial research 
experts will tell you these are a small 
factor in an over-all development. 

Although private and municipal sys- 
tems contend they could have approxi- 
mately met the tremendous wartime de- 
mands for power through their 5-state 
interconnections, except for special war 
loads brought into the area to~ utilize 
Bonneville power, none will deny that 
the BPA made a very substantial con- 
tribution. Now, however, BPA pub- 
licists are taking credit for the war pro- 
duction record in the area and insisting 
the Pacific campaign would have lasted 
another two years but for Bonneville 
and Grand Coulee’s output. Indus- 
trialists and production men would 
have you believe the availability of 
cheap hydroelectric energy was only 
one of several potent factors con- 
tributing to production and victory. 


— of the Socialist party 
point with pride to the Bonne- 


dynamite in the Northwest where electric rates are among 


q “It is difficult to understand why power should be political 


the lowest in the nation, and where they were low before the 
advent of the two Federal projects. It is not the case of con- 
sumers crusading for better service and lower rates. It is not 


economics—but politics.” 
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ville project, claiming it as one of sev- 
eral chicks successfully hatched in their 
long-range program toward nationali- 
zation of industry and the elimination 
of private enterprise. Far from view- 
ing with alarm the activities of these 
social planners, the Department of In- 
terior has provided them with re- 
munerative berths on the Federal pay- 
roll where they are economically free to 
further their avowed mission. 

Evidently their plan for public con- 
trol of power production as a means to 
direct industry and communications 
has possibilities, because it is being 
given serious consideration as a means 
of restraining Germany and Japan. 
The rebirth of the Axis nations’ war- 
making potentialities can be charted 
and hamstrung if the power needed for 
armament, aircraft, and aluminum in- 
dustries is fed by an internationally 
controlled power pool. 

This plan, as outlined in a book pub- 
lished by the Brookings Institution, is 
considered far more practical to insure 
the peace than those calling for an army 
of occupation, restriction of raw min- 
eral imports, or converting Germany to 
an agricultural nation. It is also 
favored because it would be an unseen 
control, less irritating to the conquered 
people, and one not prohibiting estab- 
lishment of a well-rounded economy. 

The parallel is obvious. In the 
United States there is much subsidized 
power, and subsidies mean control by 
the politicians of the product subsi- 
dized. 


Be mayeay for public power is the 
Bonneville Power Administration, 
marketing agency for the two dams. 
Its administrator is smooth, persua- 
sive, and positive Dr. Paul J. Raver. 


BPA is a wholesaler whose outlets 
are municipal lighting systems, public 
utility districts, codperative associa- 
tions, and private utilities, with the first 
three having purchase preference over 
the last. It may serve large industrial 
accounts direct but has no authority to 
enter into retail distribution. Not sub- 
ject to Federal or state regulation, it 
can and does build its own transmis- 
sion lines, even though in many in- 
stances the purchasing companies 
would build these lines and take the 
power at the plant. 

BPA has labored diligently to rid 
the region of private utilities, although 
the latter are by far its best customers. 
It sings over and over the familiar re- 
frain about BPA rates being a yard- 
stick against which the rates of private 
utilities can be measured. This is un- 
fair because BPA compares its whole- 
sale rate made possible by subsidy and 
cost charge-off against the private 
companies’ retail rates. The financial 
structures are so different as to make a 
fair comparison impossible. 

BPA advertises the cheapest whole- 
sale rates in the nation but omits several 
qualifications, the most important being 
that Bonneville’s is the cheap rate 
claimed only if the consumer operates 
at a peak at all times of the year. BPA 
cannot substantiate its claims to have 
brought cheap power to the West, be- 
cause the municipal systems, such as 
the outstanding ones at Tacoma and 
Seattle, will be joined by the private 
utilities in proving they fathered cheap 
power rates among the lowest in the 
nation before the two dams were even 
blueprinted. 


gerne: prices are frequently 
arrived at by multiplying a com- 
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Future of Light Metals Industries 


c¢ HE future of the light metals industries in the Northwest is all 

fouled up in problems relating to monopolies, transportation rates, 
lack of enough high-grade ores in the region to allow profitable operation, 
surplus commodity disposal, and adjustment of the power rate; and elec- 
tric residential heating is barely beyond the experimental stage, too expen- 
sive in maintenance and installation to permit its widespread adoption.” 





pany’s net earnings 15 times. To a 
public body which pays no taxes the 
private company’s tax outlay is re- 
garded as net profit. Therefore, it is 
commonly willing to pay 15 times 
the total of net earnings, plus taxes, an 
inflated sum allowing small return on 
the investment and a large commission 
for the agent or group promoting the 
deal. Promotors’ fees run pretty high, 
too. 

Puget Sound Power & Light Com- 
pany paid 1944 Federal taxes amount- 
ing to $3,257,759.65. State, municipal, 
and property ad valorem taxes totaled 
$4,433,988.96. If the deal being pro- 
moted by Guy C. Myers is consum- 
mated, the state may be compelled to 
call an extraordinary session of the 
legislature to adjust state taxes up- 
ward to meet the estimated withdrawal 
of income which will result from the 


sale of this tax-paying company to non- 
tax-paying public agencies. Oregon has 
a similar situation with regard to the 
Pacific Power & Light Company of 
Portland, which a codperative, headed 
by Charles Baker, would like to buy. 


:. yee with Bonneville in the con- 
troversy are the public utility 
districts (PUD’s), countywide or less, 
with the right to construct, purchase, 
or condemn utility properties for the 
generation, transmission, distribution, 
and sale of electric energy. 

It is understandable that BPA should 
do everything to influence voters to 
form PUD’s. However, it seems ques- 
tionable that a government agency 
should issue publicity leaflets bearing 
the signature of the U.S. Department of 
Interior, The Bonneville Project, inbold 
type. These inferred that only Bonne- 
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ville power was cheap power, and 
offered substantial inducements in the 
form of promised transmission lines. 

Later the signature of the govern- 
ment agency was removed from the 
propaganda leaflets, yet a marked simi- 
larity remained between material put 
out by the Bonneville publicists and 
PUD supporters. Where a PUD was 
successfully voted in, it was not unusual 
for the local supporters to turn up on 
the Bonneville payroll. 

So far no report of expenditures 
by the BPA in behalf of the Bonneville 
service or the Bonneville-for-Portland 
committees campaigning (in vain) for 
a Portland PUD has ever been made to 
the secretary of state as required by 
the Oregon Corrupt Practices Act. 

While testifying before the congres- 
sional committee on appropriations in 
1942, Dr. Raver was asked about the 
project’s electioneering for PUD’s. 
Raver said he felt his people were 
“confining themselves to informative 
discussion.” A Congressman then ex- 
pressed the opinion he felt they were 
electioneering and that this was a viola- 
tion of the Hatch Act. 

Raver was asked if he was willing to 
take the responsibility for activities of 
this kind, in view of the Hatch Act. He 
replied: “I do not think we have any- 
thing in the record to substantiate this 
charge.” 


Sy power advocates have two 
blue-ribbon exhibits in the city- 
owned and-operated lighting systems 
of Tacoma and Seattle, Washington. 
Tacoma has long boasted the lowest 
electric rates in the country. Both have 
the advantage of paying no Federal 
taxes, only a portion of state and local 
taxes, and being able to finance their 
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projects through the sale of tax-exempt 
revenue bonds. The city of Seattle re- 
ceived an outright Federal grant of $1,- 
835,000 toward the construction of its 
major power project, Ross dam. 

A municipal system, as an outlet for 
Federal-generated power, has prefer- 
énce for power over the demands of 
private companies. It would follow 
that the systems of Seattle and 
Tacoma would cease construction of 
major generating plants—as private 
companies did—in favor of distribut- 
ing Bonneville power. Instead their 
construction programs now under way 
will make them eventually independent 
of Bonneville, except during periods of 
prolonged drought or low water. 

The BPA and its allies are trading 
power-house punches with a combina- 
tion of some of the most progres- 
sive electric utilities in the country. 
Not only have they matched their rates 
with those of public agencies enjoying 
tax benefits, but they have pioneered 
new industrial and agricultural uses for 
electricity, stressed rural electrification, 
and promoted a national campaign ad- 
vertising the resources and advantages 
of the area as a drawing card for pay- 
roll building industries and the tourist 
trade. 

Despite being discriminated against 
and having to fight for their life, they 
are BPA’s major distributing outlet. 
In round numbers they bought 2,000,- 
000,000 kilowatt hours from Bonne- 
ville in the twelve months ending July, 
1945. Public utility districts, munici- 
palities, and codperatives bought 849,- 
000,000. So private concerns repre- 
sented a market 24 times greater. 


T is in the administration of the 
Northwest Power Pool—a 5-state 
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interconnection of power facilities— 
that is found an amazing story of co- 
Operation among government, mu- 
nicipal, and private power men. Per- 
haps it was because engineers were at 
work, not politicians. Why cannot this 
practical situation continue? Because 
it is all snarled up in the type of long- 
term contracts the private utilities will 
accept, plus the kind BPA has to offer. 

BPA offers terms which, if accepted, 
would require a private utility to de- 
liver Bonneville power through its own 
system to a competing codperative or 
public body, also give BPA option 
which could be exercised at any time 
to purchase the entire system on behalf 
of government or other public bodies or 
any part of the system in an area where 
a public body was authorized and de- 
sired to purchase the company’s facili- 
ties. “Any part” might mean a very 
vital part of the system which, if elimi- 
nated piecemeal, would render the en- 
tire system useless, Also, the private 
company would have to agree not to 
make any expenditures or take any ac- 
tion for the purpose of opposing the 
formation of any public power dis- 
tributing agency, nor to contribute to 
any group or individuals who might do 
likewise, and to keep its employees in 
line with these demands. The last is 
serious because it involves coercion and 
a rein on freedom of speech. 


ba) Seana cannot be developed un- 
less long-term contracts assur- 
ing a dependable supply of power are 
possible. So far, private companies 
have had to use Bonneville power on a 
hand-to-mouth basis of short-term and 
erratic supply. 

If the Bonneville project would con- 
fine itself to efficient administration 
and the wholesale and generation op- 
erations, leaving the competitive retail 
field to those who excel in it, BPA rev- 
enues would soar and the project could 
be viewed as a fine example of govern- 
ment cooperating with business. 


wu do public powerites hope to 
achieve in the Pacific Northwest? 


Obviously, complete and unrestricted 
control of the generation and distribu- 
tion of electric energy. 

Bonneville may hope to encourage a 
wider use of-hydroelectric power but 
not have this materialize because the 
very distributing agencies they foster 
would not be as efficient as the private 
utilities which are up against stiff com- 
petition and must scratch for business. 

What do the private utilities hope to 
achieve? SBusinesslike and nondis- 
criminatory contracts between them- 
selves and BPA, not on a short-term, 
hand-to-mouth basis which gags ex- 
pansions, but on one of long-term de- 
pendable supply so they can work in the 


z 


company's net earnings 15 times. To a public body which 


q “PURCHASE prices are frequently arrived at by multiplying a 


pays no taxes the private company’s tax outlay is regarded 
as net profit. Therefore, it is commonly willing to pay 
15 times the total of net earnings, plus taxes, an inflated sum 
allowing small return on the investment and a large commis- 
sion for the agent or group promoting the deal. Promoters’ 


fees run pretty high, too.” 
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field in which they excel: increasing 
the use of electricity. 

They want to be freed from unfair 
comparisons of their operations with 
those of Bonneville. If the government 
is going to take part in the power busi- 
ness, let it operate on a businesslike 
basis. They want to be freed of threats 
by a governmental agency of installing 
distribution systems duplicating theirs 
if they refuse to sell parts of their sys- 
tems to public agencies. 

They want this issue of public or 
private ownership of power to be de- 
cided by the will of the people as ex- 
pressed in their voting and not by a 
governmental agency, and that all 
parties abide by the people’s choice. 


ge nceeren 25, voted on in 
November, 1944, gave Washing- 
ton residents a chance to express their 
opinions on public ownership of all 
power-generating and transmission 
facilities in the state. Some inkling of 
the hard-fought campaign behind the 
scenes is seen in the struggle to bring 
it to the people for a vote. Introduced 
as an initiative to the state session, it 
was enacted by the legislature but held 
by the state supreme court (unanimous- 
ly) to be subject to referendum. 

The referendum was defeated by a 
resounding majority. The total vote in 
King and Pierce counties, which con- 
tain Tacoma and Seattle and their mu- 
nicipal electric companies, was more 
than 60 per cent opposed. 

At the same election, public power 
advocates were defeated in their third 
attempt to establish a PUD in King 
county, even after they had eliminated 
from the proposed district much of the 


territory (Seattle metropolitan area) 
that had voted against a PUD in pre- 
vious elections. 


BB people of Washington and 
Oregon—where the Federal gov- 
ernment has had every chance to justify 
its program and convert a large follow- 
ing—seem opposed to any program 
which would eliminate competition and 
set up an unrestricted power monopoly 
and the complete control by the Federal 
government of all electric rates and 
services in the area. 

BPA’s public relations have been 
such a problem that the cause of public 
ownership has had a setback instead of 
impetus. People seem to distrust pub- 
lic monopolies as much as the other 
kind. The Federal government, which 
has done so much to break monopolies 
in other fields, appears to want to set 
up one of its own in this very vital in- 
dustry. 

This problem of the government en- 
tering fields heretofore operated and de- 
veloped by private enterprise can be a 
serious one in the future, judging by 
the dissension and deterrents created 
by just this single instance of the 
Northwest power controversy. 

However, if an example of govern- 
ment and business codperating on a 
friendly and businesslike basis can be 
continued, as it was first established in 
the operation of the Northwest Power 
Pool, then the frontiers of America can 
be expanded to catch up with our 
dreams for the future. Both are an in- 
tegral part of this nation and its poten- 
tialities. The American way of life 
will be preserved. What’s even better, 
it will pay its own way. 
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The Hazard of New Inventions 


Developments in the arts that have changed markets 

to the disadvantage of those supplying existing de- 

mands—what will be the effect of atomic energy on 
established power and fuel facilities? 


By ERNEST R. ABRAMS* 
|e the 157 years since this nation 


was founded innumerable inven- 
tions and developments in the arts 
have changed the course of public de- 
mands, often to the detriment of estab- 
lished facilities and devices. Some of 
the newer devices and techniques have, 
to all practical purposes, completely de- 
stroyed the old. Others have merely 
changed the character of public de- 
mand. And still others have greatly 
stimulated the use of existing products 
or devices. Yet no “rule of thumb” 
exists for prior determination of the 
impact of new inventions upon the old. 
Perhaps the most devastating impact 
of new devices and methods has oc- 
curred in the field of transportation. 
Between 1796 and 1838, the Federal 
government spent $6,821,200 — an 
enormous sum in those days—on con- 
struction of the National turnpike be- 
tween Cumberland, Maryland, and 
Vandalia, Illinois. This was the first 


* Professional writer on business and eco- 
nomics, New York city. 
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outlay made by the government for in- 
ternal development. Yet, the economic 
worth of this post road was materially 
lessened by the time of its completion 
by the construction of canals and steam 
railroads. Within three decades, how- 
ever, canals and canalized rivers were 
reduced largely to the status of tax- 
payers’ subsidies by the interlacing of 
the industrial East with steam rail- 
roads and their extension to the Pacific 
coast. And within the business life of 
many of us, the prosperity of rail car- 
riers has been substantially lessened by 
the construction of high-speed motor 
highways, with their profit potentiali- 
ties further threatened by expansion of 
passenger and freight air lines. 
Similarly, the economic value of pas- 
senger and vehicular ferries—but not 
of car ferries—has been largely de- 
stroyed by the building of tunnels and 
bridges. For more than 200 years fer- 
ries constituted the only means of 
transportation between the island of 
Manhattan and Long island in the New 
NOV. 21, 1946 
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York city area; but the opening of 
Brooklyn bridge in 1883 and of Wil- 
liamsburg bridge in 1904 made a siz- 
able dent in ferry-line profits, while the 
Interborough subway tunnel between 
Manhattan and Brooklyn, which was 
placed in operation in January, 1908, 
completely erased the earning power of 
East river ferries. In much the same 
way, the opening of the first Hudson & 
Manhattan Railroad tube between 
Manhattan and New Jersey in Febru- 
ary, 1908, and of the Holland vehicu- 
lar tunnel in November, 1927, all but 
destroyed the value of North river fer- 
ries. 


HE impact of the cheap automo- 

bile and hard roads upon the horse- 
drawn vehicle followed a similar pat- 
tern. According to U.S. Census data, 
the manufactured value of autos, 
bodies, and parts increased by 180,100 
per cent between 1899 and 1937, while 
the manufactured value of carriages, 
wagons, and sleighs dropped 95 per 
cent. In the field of carriages, buggies, 
and surries, alone, manufactured value 
dropped from $55,800,000 in 1904 to 
a mere $110,000 in 1937, or by about 
99.8 per cent. Moreover, introduction 
of the cheap and efficient passenger car 
and its country cousin, the farm trac- 
tor, along with improved roads, took 
their toll of draft animals. Where cen- 
sus figures show some 26,500,000 
horses and mules on American farms 
in 1915, their number had dropped to 
around 12,750,000 by 1945, or by more 
than half in thirty years. 

Turning to a field more closely asso- 
ciated with public utilities, the wide- 
spread appeal of mechanical refrigera- 
tors has all but stopped the sale of old- 
fashioned iceboxes. According to U.S. 
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Census of Housing figures, sales of 
mechanical refrigerators—electric, gas, 
or oil—rose from 5,000 in 1921 to 
900,000 in 1929 to 2,800,000 in 1937. 
By 1940, 15,093,346 of the reporting 
34,205,414 occupied dwelling units in 
the country had mechanical refrigera- 
tors, as compared with 9,253,063 hav- 
ing iceboxes. The impact of mechani- 
cal refrigeration on the icebox can be 
shown in another way—1937 sales of 
iceboxes were less than a third of those 
in 1929 and only a tenth of those in 
1925, the peak year for icebox sales. 


W: could continue discussing the 
impact of the trolley and gasoline 
motor bus on the street railway, of bus- 
ses and subways upon elevated rail- 
ways, of individual passenger cars and 
interurban busses on electric inter- 
urban railways; but the foregoing are 
sufficient to identify the character of 
impact of new inventions which have 
largely destroyed public demand for the 
old. Suppose we turn now to inven- 
tions or developments in the arts which 
have only partially destroyed the mar- 
ket for established goods or devices, or 
which merely have altered the character 
of public demand. 

Many of us can recall when the 
bicycle was the most popular individual 
means of conveyance and recreation 
around the turn of the century. Ac- 
cording to the U.S. Census of Manu- 
facturers, about 2,000,000 of them 
were sold in 1899, practically all in 
adult sizes and costing an average of 
$60 apiece. But it wasn’t long before 
improvement in performance and re- 
duction in the price of automobiles, 
along with better roads and a boost in 
family incomes, began cutting into 
bicycle sales. Where one auto could 
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THE HAZARD OF NEW INVENTIONS 


carry the entire family as a unit, it took 
4 or 5 bicycles to do the job and Junior 
was usually a quarter of a mile ahead 
or behind. Under the impact of auto- 
mobile purchases and the blight of the 
business depression, bicycle sales hit a 
low of 350,060 in 1932. 


HEN the adversity they were ex- 

periencing caused the more alert 
managements in the bicycle field to re- 
appraise their possible markets and to 
recognize that bicycles no longer had an 
adult appeal. So they turned to the 
children of America, around 2,000,000 
of whom reached the bicycle-riding age 
of nine each year. During the 4-year 
1937-1940 period, an average of 1,- 
000,000 bicycles were sold annually, 
while 1941 sales, due to the fear that 
automobile production might be cur- 
tailed in the event we became involved 
in World War II, jumped to 1,850,000. 
But by this time 85 per cent of all 
bicycles produced were in children’s 
sizes. 

Present bicycle sales are running at 
the rate of 100,000 a month and they 
cost an average of $35 at retail. But it 
isn’t correct to speak of bicycles as 
being “manufactured” now. About 40 
concerns manufacture bicycle parts, 
which are then sold to around 12 as- 
semblers who stick them together. And 
all of them appear to be making money. 

It’s unfortunate that no dependable 
statistics on candle production are 


available for the days before “coal oil” 
and electricity came into common 
household use. It’s due, in part, to the 
fact that so many folks made their 
candles in the cld days. At any rate, the 
first census figure on candle sales is for 
1904 when the American public bought 
$3,889,000 of them at retail. Equally 
unfortunate, nobody knows for sure 
how many American homes were 
lighted electrically in 1904. The earliest 
National Electric Light Association 
statistical bulletin sets the num- 
ber of household electric consum- 
ers at 3,100,918 in 1912, so it must 
have been substantially under that 
figure eight years earlier. But by 1939, 
the retail value of candle sales had risen 
to $6,330,000 and it now runs about 
$10,000,000 a year. During the war, 
our armed forces consumed about a 
million pounds of candles a month but 
no data on cost are available. 


HE purpose of candle consumption 

has, however, changed greatly in 
the past forty years. Where they were 
primarily an illuminating device around 
the turn of the century, about five- 
eighths of all candles sold since 1939 
are for religious use in Catholic, Jew- 
ish, and Episcopal churches—in that 
order. Another eighth are used as 
ornaments on Christmas trees and 
birthday cakes, with the balance being 
burned on dinner tables to soothe 
women’s complexions. While no con- 
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“PRESENT bicycle sales are running at the rate of 100,000 a 
month and they cost an average of $35 at retail. But it isn’t 
correct to speak of bicycles as being ‘manufactured’ now. 
About 40 concerns manufacture bicycle parts, which are 
then sold to around 12 assemblers who stick them together. 
And all of them appear to be making money.” 
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firming statistics are available, since 
the manufacture of candles is a minor 
adjunct of the chemical industry, ac- 
cording to the census of manufactur- 
ers, it appears probable that candle- 
makers are showing bigger profits to- 
day than when their product was a 
common illuminating device. At least, 
neither “coal oil” nor electric lighting 
put them out of business. 

Let’s take a look at a few other 
lines of business, without devoting too 
much attention to them. Although the 
population of continental United States 
increased some 724 per cent between 
1899 and 1937, the use of cotton fab- 
rics increased 101 per cent, while linen 
consumption declined 44 per cent. 
Where cigarette consumption increased 
4,226 per cent in those years, that of 
cigars remained practically constant 
although it is now on the rise. About 
a million more cigars will be smoked in 
1946 than in 1939, which will raise an- 
nual sales to the highest level since 
1930. Where consumption of Ameri- 
can-produced beet sugar increased 1,- 
688 per cent between 1899 and 1937, 
use of home-grown cane sugar rose 
only 67 per cent. And, surprisingly, 
where consumption of alcoholic bev- 
erages barely kept pace with population 
growth during those years, that of soft 
drinks increased nearly half again as 
fast as the hard variety. 


ae most glowing field in which 
new inventions have stimulated 
use of older products is that of phono- 
graph records. In 1899, when wireless 
was merely a gleam in Marconi’s one 
good eye, about 2,800,000 records, all 
of cylindrical shape, were sold. And 
although radio production started in 
1922 when 100,000 sets were sold for 
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an estimated $5,000,000, sales of 
phonograph records kept mounting 
until 1929 when we bought around 65,- 
000,000 of them for about $55,000,- 
000. Then the bottom temporarily 
dropped out of the record business. Not 
only did the business depression re- 
duce public buying power to bare essen- 
tials, but the appeal of the smaller-type, 
low-priced radio consumed most of the 
public’s cash that could be spared for 
home entertainment. At any rate, less 
than 10,000,000 records were sold in 
1932. 

It wasn’t long, however, until the 
listening public began to protest the 
type of entertainment coming over the 
radio. Not only was the quality of 
music pouring out of loud speakers de- 
scending to lower and lower levels, but 
an appealing tune could not be repeated 
at the listeners’ option. So a few 
courageous folks in the record business 
decided the public might be willing to 
pay for the kind of music it wanted to 
hear, when it wanted to hear it. In this 
search for a new market, they were 
aided by the scientists of Western ‘Elec- 
tric’s research division — now Bell 
Telephone Laboratories—who per fect- 
ed a means of converting sound waves 
into electric impulses. In this way the 
range of recording was increased from 
100-700 cycles to 30-5,500 cycles and 
it became possible to capture many of 
the delicate overtones that had been 
lost by earlier recording techniques. 


| pene response to this new record- 
ing method came quickly. Record 
sales jumped to 50,000,000 in 1939, 
75,000,000 in 1940, 100,000,000 in 
1941, and 156,000,000 in 1945. More 
than that, 1946 record sales, in the be- 
lief of Record Retailing, leading trade 
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HE purpose of candle consumption has .. . changed greatly in the 


past forty years. Where they were primarily an illuminating de- 

vice around the turn of the-century, about five-eighths of all candles sold 

since 1939 are for religious use in Catholic, Jewish, and Episcopal 

churches—in that order. Another eighth are used as ornaments on Christ- 

mas trees and birthday cakes, with the balance being burned on dinner 
tables to soothe women’s complexions.” 





publication in the record field, will ap- 
proximate 215,000,000 on the basis of 
experience in the first seven months of 
the year. Even so, only a little more 
than a third of the prospective demand 
will be satisfied. A Gallup customer- 
intention poll, taken a few months be- 
fore VJ-Day, indicated 600,000,000 
records could be sold in the first full 
postwar year, if they could be made; 
but much of the strictly phonograph in- 
dustry had disappeared by 1929, hav- 
ing become an adjunct of the radio 
manufacturing industry, and about 70 
per cent of all radios being made today 
are radio-phonograph combinations. 
From these few samples in the field 
of industry and service, we have seen 
that new inventions and techniques 
exert different types of impact upon 
devices or methods in common use. In 
some cases the economic value of exist- 
ing facilities or goods has been almost 


655 


completely destroyed. In others the 
appeal of things has shifted from one 
sector of the public to another, or the 
character of demand has changed. In 
still others the demand for existing de- 
vices or services has been vastly stimu- 
lated by the appearance of new inven- 
tions. Nothing in the history of these 
shifts in the fickle climate of public 
wants, however, suggests that a yard- 
stick or rule of thumb for measure- 
ment of the impact of new inventions 
upon the old can be created in advance 
of exertion of the impact. Neverthe- 
less, suppose we speculate a bit about 
the probable impact of atomic power 
upon present methods of electric gen- 
eration. 


— of scientists identified with 
the chemical industry recently 
handed to Bernard M. Baruch, U.S. 
delegate to the UN Atomic Energy 
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Commission, a “nontechnical” report 
on the possible future use of nuclear 
reactors in the generation of electric 
energy. Assuming a 100 per cent load 
factor and an over-all capital cost of 
3 per cent, which so far have been 
achieved only in the minds of theorists, 
these scientists stated that a coal-burn- 
ing plant of 75,000-kilowatt capacity, 
“built in a normal locality in the eastern 
United States,” at a cost of $10,000,- 
000, could produce power at 26 per 
cent lower cost at the busbar than could 
a nuclear plant costing $25,000,000, if 
the delivered cost of 13,500 stu bitu- 
minous coal was $7 a ton; but, should 
the price of coal at the plant rise to $10 
a ton, power generation costs would be 
the same in both types of plants. 

The more this report is studied, the 
more evident it becomes that these 
scientists have wandered somewhat 
afield. They state, for instance, that 
“the nuclear power plant, in connection 
with the modern gas turbine, might be 
desirable as operating or stand-by 
plants to existing large utilities,” but 
any electrical engineer who proposed 
the construction of a power plant at a 
cost of $333 per kilowatt for stand-by 
use probably would soon find himself 
under the observation of psychiatrists. 


OS grescrerenge | the opinions ex- 
pressed in the report cannot be 
lightly tossed aside because of a few 
absurdities. We know that the cost of 
bituminous coal—the major fuel for 
electric generation—has been mounting 
steadily for more than a decade and 
there is every reason to believe that 
continued research and development 
will reduce the cost of nuclear reactors 
and the plants designed to utilize them. 
So it behooves every designing engi- 
NOV. 21, 1946 


neer to consider carefully the potentiali- 
ties of this new form of energy. 

In all the speculation concerning the 
possible use of nuclear reactors, how- 
ever, no one as yet has seriously sug- 
gested that it can be geared directly to 
industrial equipment or household ap- 
pliances. In every proposed method of 
use, it is to be a mere substitute for 
present sources of heat or mechanical 
energy. So even were it adopted for 
electric generation, the need of trans- 
mission, transformation, and distribu- 
tion facilities still would exist. The 
only possible economies to result from 
use of nuclear reactors as against fuels 
or falling water in the electric utility 
field would appear to be in generation 
costs alone. 


. ores to the EEI Statistical 
Bulletin No. 13 and Federal 
Power Commission data, the generat- 
ing ratio of all plants contributing to 
the public supply in 1945 was 50% per 
cent and not the per cent these chem- 
ists assumed. Because of good water 
conditions, the ratio for all hydro 
plants was 61.7 per cent, while that of 
steam plants was 46.7 per cent. In 
addition, the average cost of generation 
in fuel-burning plants, with all fuel re- 
duced to a coal-equivalent basis and 
costing $4.50 a ton delivered, was 2.9 
mills per kilowatt hour. This repre- 
sented about 35 per cent of total gen- 
eration costs, when operation and 
maintenance expense, depreciation, 
property taxes, and a capital over-all 
cost of 44 per cent are included. No 
one knows today what the operating, 
maintenance, and depreciation costs of 
a nuclear power plant would be. But 
it does seem rather certain that the total 
volume of expenses that are susceptible 
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of reduction through the use of nuclear 
reactors is in the neighborhood of 3 
mills per kilowatt hour and that actual 
savings would fall substantially below 
this ceiling. 

Obviously, then, since the electric 
energy produced through the use of 
nuclear reactors would have no more 
“zip” than that produced in hydro or 
fuel-burning plants, no direct public de- 
mand for nuclear-produced power in 
preference to electricity generated by 
use of fuel can be anticipated. So none 
of the factors which made the public 
prefer railroads to turnpikes or canals, 
or tunnels and bridges to ferries, or 
automobiles to horse-drawn vehicles, 
appears likely to influence future de- 
mands. Nor does it appear that the 
proportion of savings possible through 
use of nuclear reactors in power gen- 
eration would be of sufficient signifi- 
cance to greatly influence wholesale or 
retail rates. 


HERE will, of course, be isolated 

instances where the use of nuclear 
power plants can fill an unsated need in 
the generation of electric energy. The 
installation of this type of generation 
facilities in naval craft might obviate 
the need of coaling stations and vastly 
extend their range of operation. Use of 
this type of generation might permit 
year-around operation of mining and 
other undertakings in the far North, 
where navigation and overland de- 
livery of fuel supplies are limited to a 


few months of the year; but no data 
so far disclosed would indicate that 
nuclear reactors can seriously threaten 
the use of fuel or falling water in pow- 
er generation. 

Even were the generation of power 
with nuclear reactors economically 
feasible, there would still be one high 
hurdle it probably would have to jump. 
During 1945 some 12 per cent of the 
installed electric generating capacity of 
all plants contributing to the public 
supply was contained in governmental 
power district stations and 88 per cent 
of that capacity was in hydro plants. 
Moreover, these governmental district 
plants accounted for 14 per cent of 
1945 generation. Included are TVA, 
Bonneville, and Grand Coulee which 
are having a difficult time finding an 
outlet for their power supplies, now 
that their war plant customers no 
longer are in operation. 

It appears unlikely, then, that the 
Federal government, with exclusive 
control over nuclear reactors, would 
license their use by private power com- 
panies within transmission range of 
any of its “power babies.” 

There’s a case in point which some 
may have forgotten. When a Birming- 
ham mechanic invented the modern 
loom, about 100 years ago, Prime Min- 
ister William Gladstone asked one of 
his technical advisors what effect it 
might have on the British economy. 
“Just this,” was the answer, “some 
day, it will be something you can tax.” 





cg wi ip xn must be some less costly, less violent, and more sensible way 
for grown men—both employees and employers—to reach a con- 
tract than to have these crippling strikes that hurt labor's prestige and 
pocketbook as well, and do more damage to innocent bystanders than they 
do to the parties actually in dispute.” 
—Enprroriat STATEMENT, 
The New York Times. 


657 


NOV. 21, 1946 





What about the Oldsters? 


Some of the known factors utility executives, in the 
opinion of the author, have to weigh in determining 
the availability of older men and women for jobs. 


By ERNEST W. FAIR* 


HESE are the days when the older 
men and women in our employ- 
ment are apt to find the going 
roughest ; employment office managers 
tell us that on today’s labor market, if 
you’re past forty-five, most employers 
aren’t interested in you—there are too 
many young men and women on the la- 
bor mart looking for jobs! 

There are many fictions current as to 
abilities of the older worker not only 
in utility organizations but in every 
other phase of business and industry. 
Today, more than at any time in the 
past, every utility executive has to 
weigh all of the known factors in care- 
ful balance before he hires an older man 
or woman for any of the numerous jobs 
he has to fill. 

In such instances it will pay us to 
examine thoroughly the fact and fiction 
in the case and learn from the experi- 
ence of industry as a whole and when 
we have this data then we can decide 


*Professional writer of business articles, 
Bristow, Oklahoma. 


whether the individual job in our indi- 
vidual place of business can be better 
filled by an older or a younger worker. 
I am making no attempt to argue for 
either group in these paragraphs— 
only to separate the fact and fiction in 
the case of the older worker, for every 
utility executive must, of course, make 
an individual decision on each indi- 
vidual employment as it pertains to his 
business and not a general over-all pic- 
ture of the industry as a whole. 
Analysis after analysis has shown 
in studies of physiology and psychology 
of age that the rapidity of the decline 
in quality and quantity of performance 
after forty years is less than the aver- 
age worker or employer believes it to 
be. In most cases studied the decline 
has been so small as to be unimportant. 


Se of the arguments against the 
older worker relates to higher 
costs for compensation insurance and 
pension plans and this is mostly fiction, 
for insurance companies usually do not 
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WHAT ABOUT THE OLDSTERS? 


consider age as a factor in compensa- 
tion rates. 

Another popular argument is that 
the man nearing forty slows down in 
muscular strength and endurance; his 
reflexes slow up, and his hearing and 
eyesight begin to fail. These changes 
do most certainly occur but whenever 
we consider such changes we must con- 
stantly bear in mind that changes with 
age do not necessarily mean decline. 
Compensation takes place for every 
deviation, and if certain capacities 
diminish, others are enhanced. For ex- 
ample, as the speed of reaction is low- 
ered with age, there occurs a compen- 
satory increase in endurance. This fact 
has been revealed in many different 
ways. In athletic performance there is 
a positive correlation between maturity 
and success in competition requiring 
endurance. Records for sprints are 
held by young men but older men in- 
variably hold those for marathon run- 
ning. It is also to be noted that greater 
differences can be observed in an exer- 
cise endurance test in persons in the 
same age group than are observed be- 
tween younger and middle-aged 
groups. And tests have also shown the 
loss of mere physical strength is 
normally compensated for by the in- 
creased skill and good judgment result- 
ing from long training and experience. 


| Saetceen advise employers to keep in 
mind the fact that chronological 
age, as measured in years and months, 
is not the same as physiological age. 
There are great individual differences 
in the physical stamina of older per- 
sons, and chronological age is hardly 
ever a reliable index. As far as utilities 
are concerned a rule might well be 
established that no worker is any older 
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than his vision, his motor skill, or his 
productivity. The important factors to 
consider in employing older men and 
women relate to their “functional age” 
or ability to perform efficiently the 
tasks involved in each job we have to 
fill. 

Let’s look specifically at these three 
factors taking the sense organs first. 
All of the senses show a decrease in 
acuteness with age. In most cases these 
changes are of little significance how- 
ever, and on the contrary sometimes 
work out to advantage, in such cases 
as smell, taste, vibratory sensation, and 
pain. The main change visually is in 
one’s ability to focus on near objects. 
This can today be completely corrected 
by means of eyeglasses. There is the 
slight contraction of the visual field, 
or ability to “see out of the corner of 
one’s eye.” Dark adaptation, or ability 
to see in the dark, also declines. Depth 
perception, or ability to judge distances, 
shows an improvement up to the age of 
thirty to thirty-five. Then there is a 
gradual decline which becomes fairly 
marked after sixty. At this age, how- 
ever, one test of 8,400 employees 
showed a high percentage was able to 
pass the test as those in their twenty’s. 


HE sense of hearing also shows 

some decline with age. At one 
test by Bell Telephone experts of a mil- 
lion visitors to its World’s Fair exhibits 
it was shown that from the age of about 
twenty on there is a gradual loss of 
acuity to all tones, but the loss of sensi- 
tivity to the high tones is greater. The 
degree of retrogression is not predict- 
able on the basis of chronological age, 
since most people at eighty have no 
greater auditory impairment than 
others at fifty. 
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The Decline of Sense of Hearing 


5 “Ea sense of hearing . .. shows some decline with age. At one test 

by Bell Telephone experts of a million visitors to its W orld’s Fatr 

exhibits, it was shown that from the age of about twenty on there is a 

gradual loss of acuity to all tones, but the loss of sensitivity to the high 

tones is greater. The degree of retrogression is not predictable on the 

basis of chronological age, since most people at eighty have no greater 
auditory impairment than others at fifty.” 





Motor activity, although controlled 
by nervous impulses, is to a great de- 
gree dependent on anatomical struc- 
tures. It reflects the alterations which 
occur in the body. Extensive studies 
of adult motor activity made at Stan- 
ford University, however, did not re- 
veal sudden alterations in relation to 
any age group. On the contrary there 
was a gradual rise in quickness of re- 
sponse in childhood and youth, fol- 
lowed by a slow decline in maturity. 
Numerous studies have shown that the 
older employees tend to have fewer 
accidents, however, so other factors ap- 
pear to compensate for this change in 
age. 

The decline in mental functions is 
less than is generally believed. In an 
extensive study of adult learning at 
Columbia University it was shown that 
although the ability to learn showed a 
definite rise in the early years, the de- 
cline between thirty and thirty-five was 


very slight. It has been found that the 
greatest difficulty can be expected when 
the learning of new material requires 
the “unlearning” of previously learned 
and established patterns. 


HE most obvious mental defect 

in advanced years is the failure of 
memory for recent events. Details of 
more remote occurrences are remem- 
bered vividly. 

Those mental functions which are 
more complex and free from factors in- 
volving physiological speed and effort 
show little decline with age. Thus, in- 
sight for meanings, recognition of gen- 
eralized truths, critical judgment, and 
standards of excellence tend to remain 
undiminished to the end of the life 
span. 

Little information is available from 
which it is possible to determine the 
role of age in industrial output. In a 
report to the United States Secretary of 
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WHAT ABOUT THE OLDSTERS? 


Labor by the Committee on Employ- 
ment Problems of Older Workers, the 
results showed no definite relation be- 
tween age and output. In another study 
the average age of workers whose out- 
put was considered excellent was 
forty-seven and one-half years, while 
the average age of those in the inferior 
grade was forty-one. There seems to 
be little evidence that the output of old- 
er workers is less than that of younger 
ones. 

The relation of age to frequency of 
labor turnover is of importance and 
here it has been found that the older 
worker remains on a job longer than 
does a younger one. Several studies 
have shown that the greatest occupa- 
tional mobility took place under the 
average age of thirty-five. There was 
little shifting to new occupations there- 
after. As compared with men in their 
twenties, the older workers are a dis- 
tinct asset in terms of continuance on 
the job. 


| cce~coeery the most common reason 
offered for discrimination against 
the older worker is that he is more acci- 
dent prone than the younger worker. 
Study after study has shown the con- 
trary; that the accident rate is highest 
for the younger workers. The fact that 
he is more careful plays an im- 
portant role. 

On the average it is undoubtedly true 
that there is more illness among older 
people than younger ones. The de- 
velopment of more and better preven- 
tive medicines and more education as 
to physical care is reducing these 


figures daily, however. Modern medi- 
cine is today making it possible for 
people to live longer and work efficient- 
ly and profitably while they are doing it. 

Experienced employers advise that 
older men should be kept on their pres- 
ent jobs and their skill and experience 
used as long as possible. They advise 
use of caution in job assignment of old- 
er men to avoid the misuse of skills and 
other assets of the older workers that 
in many cases represent a long-term in- 
vestment of the employer in training 
and experience. 


HIS same experience has shown 
the older worker has definite as- 
sets in skill, patience, sobriety, loyalty, 
better morale, endurance for routinized 
work, greater safety, reduced absentee- 
ism, and better discipline. On the liabil- 
ity side there are found certain disad- 
vantages, some of which are at vari- 
ance with the assets because of the 
differing experiences of employers. 
These include slowness, inability to do 
heavy work, poor health, inaccuracy, 
impatience with younger or less skilled 
workers, inability to learn, greater 
severity of accidents when they occur. 
But for each disadvantage there can 
generally be found compensating ad- 
vantages that must be considered by the 
utility executive in assigning older men 
to jobs. 

Integration of the older men into 
the working force becomes a delicate 
process, requiring a careful analysis of 
each worker. 

The older worker has a definite place 
in every utility. 





“Our basic problem is to direct our abilities to production to meet the 


Reson needs of all.” 
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—W. Averett HARRIMAN, 
Secretary of Commerce. 
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Government Utility 
Happenings 


Election Trends on Public 
Ownership 


ORTHERN Pacific crosscurrents 

were noted in voting on public 
ownership matters. Washington state 
voters turned down (nearly 2 to 1) In- 
itiative 166, which would have required 
approval by the voters for the issuance of 
securities to finance utility property ac- 
quisitions, One large utility company had 
opposed this as being only a halfway 
measure, Oregon voters decisively de- 
feated 8 proposals to create public util- 
ity districts in the following places: 
Baker county, Malheur county, Harney 
county, Clatsop county, Marion county, 
Linn county, Junction City, and North 
Lincoln county. Many of these were “re- 
peaters” and the Linn proposition was 
up for its fifth try. 

Portsmouth, Virginia, voters turned 
down a proposal to issue $4,200,000 
bonds to erect and operate a city power 
plant, 


* 


New Atom Board Named 


rage ya of the atomic bomb and of 
all its works was taken away from 
the Army on October 28th with the ap- 
pointment by President Truman of the 
Atomic Energy Commission. The com- 
mission of five civilians is headed by 
David E. Lilienthal, who resigned as 
chairman of the Tennessee Valley Au- 
thority. 

In naming the men on whom Congress 
has conferred powers unprecedented in 
American history, Mr. Truman pledged 
unbending efforts to avoid an atomic 
war. 

He asserted that mastery of the 
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terrible nuclear force would be used for 
the good of mankind. 

The momentous announcement, mak- 
ing a reality of the atomic monopoly cre- 
ated by the Atomic Energy Act of last 
July, was made at a special White House 
news conference. Mr. Lilienthal and his 
colleagues, selected after much delibera- 
tion, sat at one side of the crowded room 
while the Chief Executive spoke. The 
four besides the chairman were: 


Lewis L. Strauss, a West Virginian 
but a New Yorker by adoption, a 
banker and wartime Rear Admiral in 
charge of ordnance inspection. 

William Wesley Waymack of IIli- 
nois, editor and Pulitzer prize winner, 
economic and fiscal adviser to gov- 
ernment agencies, and active worker 
for international peace. 

Robert Fox Bacher of Ohio, atomic 
physicist, attached to the Los Alamos 
laboratory where the first atomic bomb 
was test-exploded, and scientific con- 
sultant to Bernard M. Baruch, Ameri- 
can representative on the United Na- 
tions Atomic Energy Commission. 

Sumner T. Pike of Maine, business- 
man and government official who has 
served in the Commerce Department, 
the Securities and Exchange Commis- 
sion, and the Office of Price Adminis- 
tration. 


Mr. Lilienthal, a native of Illinois, has 
won high prestige for his administration 
of the vast TVA power project. His 
reputation was enhanced recently when 
he served as chairman of the State De- 
partment’s board of consultants who 
drafted a report on the international con- 
trol of atomic energy. This document 
served as the basis of American policy 
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proposals before the United Nations 
Atomic Energy Commission. 


ITH the atomic commission in the 

President’s office sat Gordon Ru- 
fus Clapp, general manager of TVA. 
Mr. Truman honored him with a career 
promotion to the chairmanship of TVA, 
which Mr. Lilienthal vacated November 
Ist. The President, it was suggested, 
nominated Clapp to succeed Lilienthal 
because, next to his~predecessor, he is 
the one man best able to withstand the 
perennial patronage attacks of Senator 
McKellar (Democrat, Tennessee). 

Clapp, who was forty-one on October 
28th, has been associated with TVA 
since its creation in 1933. As assistant 
director of personnel until 1935, and its 
personnel director until 1939, he has been 
on the main firing line of the McKellar 
campaign to make TVA a Tennessee 
patronage pool. 

Clapp, a graduate of Lawrence Col- 
lege and the University of Chicago, had 
been general manager of the agency since 
1939, In appointing him, Mr. Truman 
said that a large degree of TVA’s suc- 
cess has been due to Clapp’s skill as an 
administrator. And, the President noted, 
he has shown himself to be “a formidable 
and resourceful fighter when TVA was 
under unfair attack.” 

The term of service of the new ap- 
pointee will run until May, 1954. He is 
first subject to Senate confirmation, how- 
ever. 


> 


Flood-control Curb to 
Cut Jobs 


CONOMIES resulting from President 

Truman’s order curtailing flood- 
control expenditures likely will mean dis- 
missal of half of the Army Engineer 
Corps’ 40,000 employees, a government 
official said recently. This source said 
several division and district offices al- 
ready have been closed. 

The President originally directed that 
flood-control expenditures be held to 
about $90,000,000, rather than the $190,- 
000,000 which Congress appropriated. 
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Subsequently this was raised to about 
$125,000,000, in view of the fact that 
much of the work already had been con- 
tracted for. 

“However, because of the cut from the 
original figure,” the official said, “it is 
necessary to cut down on personnel.” 

He said there will be a big cut in em- 
ployees along the lower Mississippi, that 
many dredge and towboat employees will 
be laid off, and that, as an example, the 
Southwest division at Dallas, with a 
force of about 5,000, will be cut to 
around 2,700. 

The official said district offices at 
Providence, Rhode Island; Syracuse, 
New York; Cincinnati, Ohio; San An- 
tonio, Texas, already had been closed 
and that the Middle Atlantic division 
with headquarters at Baltimore was 
merged with the North Atlantic division 
headquarters at New York. 


e 
REA Boosts Colorado Loans 


HE Rural Electrification Adminis- 

tration has approved construction 
of power lines to serve an additional 10,- 
000 farm consumers in Colorado. The 
new lines, REA officials said, will cut 
in half the number of farm homes in the 
state that still are without any electric 
service. 

Funds for the power lines have been 
borrowed in recent months from the 
REA by rural electric codperatives. Six 
thousand of the homes to be served are 
in three large unelectrified areas in north- 
eastern Colorado, southeastern Colorado 
below the Arkansas river, and in eastern 
Colorado between the Arkansas and 
Platte rivers. 

The other consumers to be served are 
in smaller unelectrified areas throughout 
the state. 

Since the REA was established in 
1935, the number of electrified homes in 
Colorado has increased from 7,000 to 30,- 
000. Records of REA showthat morethan 
three-fourths of the farms electrified are 
in 11 counties where rural electric co- 
Operatives- were organized in the early 
years of the program. 
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Wire and Wireless 
Communication 


USITA Wants Antistrike Law 


iff first major utility group to sug- 
gest Federal legislation to outlaw 
public utility strikes appears to be the 
United States Independent Telephone 
Association. An antistrike law for pub- 
lic utilities, and the implied result of 
more or less compulsory arbitration, has 
been frequently suggested in many quar- 
ters and has actually been before the Con- 
gress. But no utility group openly en- 
dorsed the idea in any form prior to the 
USITA action. 

The demand for Federal legislation by 
the USITA is all the more noteworthy 
because of the typically local characteris- 
tics of the independent telephone com- 
pany industry. The text of the resolution 
is as follows: 


Be It Resotvep by the United States In- 
dependent Telephone Association assembled 
in annual convention in Chicago, Illinois, 
October 16, 1946, That it is the sense of this 
association that the Congress of the United 
States should, at the earliest possible time, 
enact appropriate legislation to correct the 
economic unbalance now existing through- 
out the country, much of which is due to the 
operation of present Federal labor laws. 

The operation of the National Labor Rela- 
tions Act, as administered by the National 
Labor Relations Board, has resulted in giv- 
ing to organized labor an unfair and in- 
equitable advantage in dealing with manage- 
ment when employees are being organized, 
or later during negotiations with unions. The 
employer has been unduly and unfairly dis- 
criminated against by the provisions of this 


act. 

The Fair Labor Standards Act of 1938 
likewise imposes unjust and unreasonable 
penalties upon employers, who have honest- 
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ly endeavored to comply with interpretations 
of this law announced by the administrator, 
where those interpretations are afterward 
overruled by the courts. The Fair Labor 
Standards Act has become entirely unfair 
to the employer in numerous cases. 

This act should be amended to remove 
excessive and unjust penalties and should 
likewise be amended by adding a section pro- 
viding for a reasonable statute of limitations 
for filing wage suits. 

The Congress of the United States should 
further enact appropriate legislation provid- 
ing for a more orderly and peaceable method 
of negotiating differences arising between 
management and organized groups of em- 
ployees. Legislation is sorely needed to pre- 
vent continued threats of strikes and work 
stoppages. Employees should be granted the 
legal right to decide as individuals whether 
they should join unions or continue mem- 
bership and should be free from coercion by 
either unions or management. This associa- 
tion believes in fair play for every individual, 
whether employee or employer, and believes 
that the ultimate prosperity of every Ameri- 
can citizen depends upon the enactment and 
administration of a law which provides equal 
rights for both employee and employer. 

We believe that the health, welfare, and 
safety of the people of the United States 
demand a prohibition against strikes in es- 
sential industries, particularly those indus- 
tries which furnish water, electricity, and 
communication services. Police and fire pro- 
tection should never be interrupted by 
strikes. Accordingly, this association earn- 
estly petitions the Congress of the United 
States promptly to enact into law suitable 
legislation designed to prohibit strikes in 
these essential public utility callings. 


¥ 


Carrier Phones in Rural Areas 


HE American Telephone and Tele- 
graph Company disclosed recently 
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that it would begin rural telephone serv- 
ice in six states soon. Utilizing electric 
power lines, the company said it would 
make available to subscribers in Colo- 
rado, North Carolina, South Carolina, 
Virginia, Texas, and Washington, equip- 
ment which otherwise is not available 
over existing power lines. 

Participating in the project are five 
Bell system companies, two independent 
companies, four Rural Electrification 
Administration-financed power compa- 
nies, and three independent power com- 
panies. 

Looking toward extension of tele- 
phone service in rural sections, the West- 
ern Electric Company, AT&T’s equip- 
ment manufacturing subsidiary, already 
has started production of telephone 
equipment for this new market. 

The company also disclosed that an 
experimental project for rural telephone 
lines was scheduled for this fall in Mor- 
ton Mills, Iowa. 

The power line carrier system of rural 
telephone service was launched at Jones- 
boro, Arkansas, last December. It per- 
mits simultaneous telephone and electric 
service use of the same lines. 


5 


Intrastate Toll Rate Cuts 


EorGE H. Fracc, Oregon public 

3 utilities commissioner, last month 
said at least five western states have 
started action to obtain lower intrastate 
telephone rates. 

He said public utility commissioners 
of Oregon, Washington, Idaho, Cali- 
fornia, and Utah agreed at a recent Seat- 
tle meeting to seek the reduction. 


* 


FCC Proposed Recording 
Order Hit 


TS Bell telephone system companies 
asked the Federal Communications 
Commission last month to give “thor- 
ough reconsideration” to an FCC plan 
which would authorize use of telephone 
recording devices. 


The Dictaphone Corporation promptly 
declared that the telephone companies’ 
“real objective in opposing these instru- 
ments is a desire to gain an absolute 
monopoly of the rapidly expanding tele- 
phone recorder business.” The comments 
were made at oral argument on the com- 
mission’s proposed decision authorizing 
the devices in interstate and foreign 
message toll service. 

John S. Quinsenberry, representing 
the Bell companies, said they “are con- 
cerned about infringements such devices 
might make upon privacy of telephone 
conversations.” 

Charles H. Tuttle, attorney for Dicta- 
phone, said “telephone companies have 
consistently opposed and obstructed re- 
corders made by manufacturers other 
than themselves,” and added : 

They have maneuvered to secure certain 
objectives of their own—one of which is the 
monopoly of devices for listening in and re- 
cording. In fact, this matter was initiated 
before the FCC by the Navy Department, 
which claimed telephone companies were un- 
fairly prohibiting their use of telephone re- 
corders. 


In its proposed reports, the commis- 
sion said “adequate notice of the use of 
a recording device will be given by the 
use of an automatic warning device 
which will automatically produce a dis- 
tinct signal at regular intervals during 
the telephone conversation.” 

The commission proposed to declare 
unlawful any tariff regulations now on 
file with it which bar use of recorders. 


* 


More Interest on AT&T Bonds 


) B peorys of the American Telephone 
and Telegraph Company recently 
increased the interest rate on a propo 
issue of new debentures to 2} per cent 
from the 2 per cent originally decided 
upon. 

Directors took the action just prior to 
convening of a stockholders’ meeting 
called to vote on proposals to issue not 
more than $351,000,000 of new deben- 
tures and to increase the authorized capi- 
tal stock from 25,000,000 to 35,000,000 
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shares, Stockholders approved the pro- 
sals. 

While the board did not elaborate on 
its decision to increase the interest rate, 
it was taken in financial circles to mean 
recognition of the recent firming tenden- 
cies in interest rates on all types of new 
securities, 

* 


Telegraph Strike Stayed 


sTRIKE of 7,000 Western Union 

telegraph workers in New York 
city, scheduled for 12:01 am October 
3lst, was averted four hours before the 
deadline through the efforts of a special 
committee appointed by Deputy Mayor 
Thomas L. J. Corcoran. 

The strike, which would have been the 
second this year, would have disrupted 
United Nations communications, isolated 
the city from telegraphic contact with the 
rest of the country, except on an emer- 
gency basis, and reduced the volume of 
overseas radio and cable messages. 

Settlement of the wage dispute be- 
tween the company and the American 
Communications Association, CIO, came 
at the close of a 7-hour meeting in the 
offices of former Supreme Court Justice 
Isidor Wasservogel, chairman of the spe- 
cial committee. Mr. Corcoran and Ed- 
ward C. Maguire, director of the city la- 
bor relations division, were present 
when the announcement was made. 

Under the agreement, which was rati- 
fied unanimously by 1,500 union mem- 
bers at a meeting at the Hotel Diplomat 
immediately after the mediation session, 
peace in the local telegraph industry was 
assured until April Ist. 

The agreement provides for putting 
into effect immediately the recommenda- 
tions of a Federal fact-finding board for 
a wage increase of 124 cents an hour for 
nonmessengers and 10 cents an hour for 
messengers. An additional amount aver- 
aging 4 cents an hour is to be distributed 
among 2,000 workers who did not re- 
ceive an increase under a National War 
Labor Board directive last December. 

The increases ordered by the Federal 
fact-finding board are retroactive to 
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June 2nd. The union and the company 
agreed to make joint application to the 
Wage Stabilization Board for approval 
of the increases authorized by the fact 
finders, with the proviso that the agree- 
ment was to be void if not approved. 

The agreement also provided a night 
differential of 10 per cent and 20 other 
concessions involving compensation, job 
security, promotions, and protection 
against mechanization. The union 


dropped, however, its demand for im- 
mediate negotiations for a general wage 
increase on top of the increase recom- 
mended by the fact-finding board. 


'' 2 special committee, which con- 
sisted of Mr. Wasservogel, R. E. 
Gillmor, vice president of the Sperry 
Corporation, and Joseph Curran, presi- 
dent of the National Maritime Union, 
CIO, was appointed October 23rd, after 
Federal conciliation efforts had collapsed. 

Joseph P. Selly, union president, told 
the Western Union workers at the Hotel 
Diplomat meeting that the company esti- 
mated the cost of the increases proposed 
by the Federal fact finders at $3,500,000 
a year and the additional fringe adjust- 
ments agreed upon at $500,000 more. He 
said the concessions made by the com- 
pany represented “gains which, while 
they were not everything we would have 
liked, were the best that could be nego- 
tiated under the circumstances and were 
very substantial.” 


a 


Representative Lea Attacked 


RESIDENT William Green of the 
American Federation of Labor last 
month denounced Representative Lea 
(Democrat, California) for sponsoring 
the “anti-Petrillo” Bill and called for his 
defeat in November. This was an amend- 
ment to the Communications Act of 1934. 
Green said the “anti-Petrillo” or Lea 
Bill, which was passed by Congress and 
aimed at the activities of James C. Pe- 
trillo, president of the AFL musicians’ 
union, was “an attack on the entire mem- 
bership of the American Federation of 
Labor.” 
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Financial News 


and 
Comment 


By OWEN ELY 


Fair Return Set at 6-64 Per Cent 
By Most State Commissions 


| perso aque Utiuity Service, INc., 
recently conducted a survey of the 
opinion of state regulatory bodies on the 
fair rate of return to be allowed in the 
regulation of rates. The consensus indi- 
cated that a return of 6 per cent-6} per 
cent was considered reasonable, with the 
trend toward the lower figure for electric 
companies and the higher for gas com- 
panies. The poll indicated that most com- 
missions were willing to reward manage- 
ment efficiency by allowing a more liberal 
return. 

Answers to the questionnaire reflected 
a continued trend toward the use of pru- 
dent investment and original cost, in util- 
ity valuation, even in some cases where 
state laws require the use of current value 
as the rate base. This trend would appear 
due to several factors: (1) the strong 
pressure brought to bear on the local 
commissions by the Federal Power Com- 
mission, the Securities and Exchange 
Commission, and National Association of 
Railroad and Utilities Commissioners ; 
(2) the long delays which frequent- 
ly resulted in the’ past from the 
use of fair value, involving engineering 
appraisals and estimates of cost of re- 
production new; and (3) the fact that 
current reproduction costs would be ex- 
tremely high and would doubtless permit 
many rate increases, whereas present 
high costs are recognized as (partially at 
least) a temporary phenomenon. 

Unfortunately, however, some of the 
commissions have pushed the original 
cost idea to extremes, depriving utility 
investors of part of their investment by 
forced write offs or amortization. Adop- 


tion of the new method has raised many 
new problems, particularly as to the fair 
treatment of depreciation reserves, which 
still remain to be clarified. In view of 
the present confusion in regulatory 
circles, it would seem important for state 
legislatures to reéxamine their statutes 
and give the commissions more definite 
directives in order to safeguard the 
rights of investors in utility properties, 
thereby offsetting the unfavorable influ- 
ence of the Federal commissions with 
their New Deal-inspired philosophies. 

A disappointing development was the 
lack of interest by state commissions (as 
shown in the poll) in rate adjustment 
plans such as the Washington Plan of 
Potomac Electric Power Company or the 
Rate Adjustment Plan of New Jersey 
Power & Light Company. Possibly the 
latter plan has proved too complicated 
and cumbersome for adoption. 


oe 


Wall Street Analyses of 
Utility Securities 


| ecg C. Cooper of Goodbody & 
Co. prepared a series of reviews 
of holding company preferred and com- 
mon stocks. Preferred stocks discussed 
included those of American & Foreign 
Power, American Power & Light, Cities 
Service, Commonwealth & Southern, 
Consolidated Electric & Gas, Electric 
Power & Light, International Hydro- 
Electric, King’s County Lighting, Long 
Island Lighting, New England Power 
Association, Niagara Hudson Power, 
and Standard Gas & Electric. Common 
stocks reviewed were American Gas & 
Electric, American Light & Traction, 
Columbia Gas & Electric, Middle West, 
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North American, Public Service of New 
Jersey, United Gas Improvement, United 
ight & Railways. 

Mr. Cooper thinks that the “compara- 
tively low price” of American Gas & 
Electric may be due to pending public 
distribution of the 19 per cent block of 
stock held by Electric Bond and Share. 
He sees a work-out value of 26 to 30 for 
American Light & Traction, plus any 
special values which might develop when 
the new gas pipe line is constructed. He 
considers Columbia Gas an interesting 
semi-investment, selling at only 8 times 
pro forma earnings and with a possible 
dividend increase in the offing. Middle 
West is difficult to evaluate because of 
subholding company complications but 
Mr. Cooper values it at around 30, North 
American he considers a “quality” issue, 
with a work-out value of 35-40. 

He foresees normal earnings after re- 
capitalization of $2.50 a share for Public 
Service of New Jersey, indicating good 
possibilities for a dividend increase. 
United Gas Improvement he considers 
has special appeal for Pennsylvania in- 
vestors, who can benefit from special tax 
savings on the issue. Eventually the 
company’s substantial cash balances will 
accrue to the benefit of the common stock. 
United Light & Railways was selling at 
only about 8 times the indicated earning 
power of $2.50-$3. 


ra Haupt & Co. discussed the “rela- 
tive leverage of holding company 
equities” in its recent investment letter. 
The dollar amount of senior securities 
per share of common stock is estimated at 
$82 for American Power & Light, $46 
for Electric Power & Light, $21 for En- 
gineers Public Service, $19 for American 
Water Works, $9 for Niagara Hudson, 
and $6 for Commonwealth & Southern. 
Figuring the leverage in another way, 
Haupt & Co. calculates pro forma 1946 
earnings and shows the ratio of these 
earnings to the recent prices of thie stocks. 
American Power & Light is earning $8, it 
estimates, or 62 per cent of the market 
price ; Commonwealth 90 cents or 26 per 
cent ; Electric Power & Light $5.20 or 34 
* per cent; Water Works $3.50 or 23 per 
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cent; Engineers Public Service $3.90 or 
16 per cent; and Niagara Hudson $1.56 
or 17 per cent. This firm prepared a 
memorandum on Birmingham Electric. 

Hirsch & Co. has released an analysis 
of Consolidated Edison Company, ascrib- 
ing its backward showing to the relatively 
high operating ratio of 84 per cent. How- 
ever, Consolidated Edison’s expendi- 
tures for maintenance in 1945 were 
sharply higher than those of Common- 
wealth Edison, Cincinnati Gas, Pacific 
Gas, Philadelphia Electric, and Southern 
California Edison. 

Edison is also hurt by the relatively 
heavy burden of local taxes which in 
1945 amounted to 16 per cent of gross 
revenues, compared with 4 per cent for 
Philadelphia Electric, 7.5 per cent for 
Cincinnati Gas, and 11.5 per cent for 
Commonwealth Edison. Edison’s wage 
costs are high and it is handicapped by 
the severe traffic congestion in New York 
city, which requires all its facilities to be 
placed underground. These factors tend 
to explain why Edison’s residential 
rates seem relatively high. (Another fac- 
tor not mentioned is the difficulty of pro- 
moting appliance sales and residential 
usage through rate concessions in a city 
of apartment houses. ) 


ERRILL LyNcH, Pierce, FENNER & 

BEANE has issued 1946 editions of 

its printed 4-page descriptions of United 

Corporation, Cities Service, Common- 

wealth Edison, Commonwealth & South- 

ern, Consolidated Edison, Detroit Edison, 
and American Water Works. 

Eastman, Dillon & Co. has prepared a 
6-page memorandum on Commonwealth 
& Southern. The stock, now around 4, 
was then selling at 3. Harold Young, 
utility analyst, states “even if we ap- 
praise operating company shares at the 
conservative levels of 10 times earnings, 
the earning capacity currently being de- 
veloped will make the recent price appear 
reasonable, while any substantial im- 
provement in the price-earnings ratio for 
operating company stocks would suggest 
interesting potentialities of profit.” 

W. T. Hyde, Jr., in Josephthal & Co.’s 


monthly review for October, discussed 
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FINANCIAL NEWS AND COMMENT 


American & Foreign Power, American 
Power & Light, Federal Light & Trac- 
tion, and Public Service of New Jersey. 

L. F. Rothschild & Co. has issued an 8- 
page printed memorandum on Columbia 
Gas & Electric. The firm points out that 
the company now has a conservative 
capital structure, stable earnings, and a 
good competitive position and that it has 
substantially complied with the Holding 
Company Act. The stock was selling be- 
low its book value, and pro forma earn- 


ings appear to justify higher dividends. 

E. W. Clucas & Co. has prepared a 
memorandum on Standard Gas & Elec- 
tric, assigning Philadelphia Company 
(the most important system asset) a 
value of about $24 a share as compared 
with the current price of 12. 

White, Weld & Co. has issued a lengthy 
brochure on Middle West Corporation in 
which they estimate the break-up value 
(depending upon market conditions) at 
from $19.32 to $37.15. 


e 


ELECTRIC-GAS HOLDING COMPANY STOCKS 
11-1-46 Price Indic. 


Where Price 
Traded About 12 Mos. Amit. 





Share Earn.* Earn. Div. Yield 


Ratio* Rate About 


Amer. & For. Pwr. 2nd pfd. ........ S 25 June $1.76 14.2 ae “s 
American Gas & Electric ............ C 40 Aug. 3.29 12.2 $2.00 5.0% 
American Gas & Power ........ O 7 - y ae me i 
American Lt. & Traction ... er 22 June 1.66 13.3 1.20 5.5 
American Power & Light ........... S 14 Aug. 5.25 2.7 Pie os 
American Water Works ............ Ss 16 June 1.40(j) 11.4 

Central & So. West Util. ........... Cc 8 Dec. 1.19(g) 6.7 Py 

Cities: SII Sa sc sdiecccneeisas cond Cc 26 Dec. 3.12 12.2 is roe 
Columbia Gas & Electric ............ S 10 June 1.12 9.0 30(c) 3.0 
Commonwealth & Southern ......... S + Sept. 55 7.3 es ny 
Consol. Elec. & Gas pfd. (1) ........ Oo 75 June 15.93 4.7 ee 
Electric Bond and Share ............ # 17 Sept. Daaa) .... x 
Electric Power & Light ............ Ss 17 Aug. 3.02 5.6 o ive 
Engineers Public Service ........... S 27 Aug. 2.95 92 < i 
Federal Lt. & Traction-............ S 22 June 1.31 16.8 1.00(b) 4.6 
General Public Utilities ............ S 16 ‘a (k) we 1,00 6.3 
Inter. Hydro-Elec. “A” ....: 000008 S 9 “s a ie 
Long Island Lighting ............... ” 13 Sept. D.06 - ee oe 
Middhe TNE hiacicdexche vonnested4 * 19 Dec. 71(a) 268 50 2.6 
National Power & Light ............ S 2 ne (h) as be ~ 
New England G&E pfd. (1) ........ oO 82 June 11.95 68 

New England Power Asso. ......... Cc 8 June 1.66 48 

New England Public Service ........ O 6 Dec. D133(a) .. bs at 
Niagara Hudson Power ...........- Cc 10 Sept. 1.18 8.5 . ea 
North American ..........0sccecee- S 27 June 2.24 12.0 (d) (d) 
North American Lt. & Power ....... C 7 Diy aa an < ve 
Northern New England ............ O 7 a ae ss ne ““ 
Onde iia ds catcuncad canucenkbunnan Cc 3 oi (h) wit (e) ae 
PRilaGHGe : oy. stiuiias sisensucaeanats c 12 June 61 19.7 50 42 
Public Service of N.J. ..........40-- S 20 Sept. 223(g) 9.0 1.00 5.0 
Standard Gas & Elec. $7 pfd. ....... S 93 June 10.44 89 = ¥ 
Unlted BOs bs cs sbvace si soxnaeene S 47 Dec. 3.67 12.8 (i) — 
United Gas Improvement ........... S 22 June 1.06 20.8 65 3.0 
United Lt. & Railways .............. Js 25 June 3.04 82 1.00 4.0 





* Share earnings and price-earnings ratios in some cases must be considered in relation to 


preferred arrears, pending recapitalization plans, etc. (a) Parent company basis. (b) Year-end 
extra possible. (c) Payments irregular. (d) One per cent quarterly in Pacific Gas and Electic 
common stock, worth at market price $1.77. On the latter basis the yield is 6.7 per cent. (e) 
Liquidating dividend of $3 paid in 1945. (f) In six months ended June 30, 1946, $1.51 was earned. 
(g) Estimated. (h) Liquidation largely completed. (i) Company paid $7.50 on A t 14th, 
clearing up arrears. (j) Before special tax adjustments. (k)For six months ended June 30, 


1946, 80 cents was reported. (1) Common stock not outstanding in hands of pubiic, D—Deficit. 
S—Stock Exchange. C—Curb. O—Over counter. 
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From SEC Keport of Holding Company otatsstics. 


What Others Think 


Nationalization of Industry versus 
Private Enterprise 


AX the seventy-second annual conven- 
tion of the American Bankers As- 
sociation, held in Chicago in September, 
Fred I. Kent, a director of the Bankers 
Trust Company, New York, read a paper 
before the savings division on the “Na- 
tionalization of Industry versus Private 
Enterprise.” 

The thoughtful and searching presen- 
tation of the subject indicated intensive 
study and a broad knowledge of this 
question, which has so important a bear- 
ing upon the welfare of the people of this 
country. Mr. Kent has spent a lifetime 
upon economic and financial affairs, both 
on the national and international scene. 

Introducing his remarks by reminding 
his audience that every normal person 
can produce more than he requires for 
consumption, if given the opportunity, 
Mr. Kent observed that some three hun- 
dred years ago there were certain areas 
in Massachusetts and Virginia where 
property rights were not recognized—no 
incentive existed to induce anyone to 
produce more than he consumed. Life, he 
said, was a mere existence, and progress 
toward better living did not prevail. 

The whole picture was immediately 
changed, however, when property rights 
were established in those areas. There 
was great incentive to produce, he con- 
tinued, as surpluses could be saved and 
utilized to better the conditions of living 
and increase contentment and happiness. 
The mental inertia of the people was re- 
placed by constructive activity, and all 
benefited, even the ne’er-do-well. 


T was the Constitution and the Bill of 
4 Rights, the speaker stated, which put 
into form the principle upon which the 
American people were to build their na- 
tion, And, he added: 


. . . Freedom of enterprise now grew in 
leaps and bounds, and the amazing picture 
of a prosperous nation was placed before 
the world by the developments of the United 
States of America. A few references only 
are needed to show what a people living under 
the freedoms thus established can accom- 
plish toward building an effective national 


ife. 

Of our 130-odd million people, 71,000,000 
hold life insurance policies. There are 50,- 
400,000 savings depositors and 15,000,000 
people who hold shares of stock. All of these 
interests arose from savings made by the 
people that directly and indirectly have built 
up our great banks, businesses, and indus- 
tries. 


' Referring then to other things which 
help to tell the story of what the Ameri- 
can people have built for themselves, Mr. 
Kent cited these half-dozen items which 
have added to the comfort and con- 
venience of family life (the figures, he 
noted, are from reports which are issued 
by the National Industrial Conference 
Board) : 


. . - In 1900, 1,250,000 families in the United 
States had telephones. In 1945-46, there 
were 27,867,000 families which had tele- 
phones. Continuing to speak strictly from 
the standpoint of families in the make-up of 
our people, 8,000,000 had automobiles in 1900 
and 25,600,000 in 1945-46. Of radios, in 1922, 
60,000 families had them and at present 30,- 
500,000, nearly one-fourth of the population 
of the United States. In 1926, 4,000,000 
families had vacuum cleaners; in 1946, 18,- 
700,000. In 1926, 2,900,000 families had elec- 
tric washing machines and in 1946, 17,217,000. 
In 1927, 66,000 families had electric refrigera- 
tors ; in 1946, 19,720,000. 

In 1923 the average radio cost $200; in 
1939, $35. In 1923 the cost of an automobile 
was $2,100 that in 1939 could be had for 
$800. Refrigerators which cost $260 in 1923 
were $150 in 1939. 


Directing attention to the fact that our 
forefathers, guided by the lessons of his- 
tory, drew up the Constitution of the 
United States and the Bill of Rights so 
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that our processes of government were 
set up to assure that there would be 
checks upon those entrusted with the wel- 
fare of the people, Mr. Kent pointed out 
that 


As long as the people insisted upon our 
government living up to the Constitution, 
they were afforded the greatest protection 
from governmental abuses that has ever been 
devised. This is more clearly seen when we 
apply it to what has happened in this country 
since 1933. The tremendous deterioration of 
sound government processes that has pre- 
vailed since that time can be definitely traced 
to the moment when Congress abandoned its 
responsibilities in large part as the legislative 
power of the country to the executive branch 
of the government, which further resulted in 
destroying the independence of the judicial 
arm of the government. 


M* KENT then set down a number of 

points presenting a comparison of 
some of the conditions that follow pro- 
duction under nationalization and under 
private enterprise. Below is given the 
substance of some of the principal points 
listed by Mr. Kent: 


1. Competition. Since this does not 
exist under nationalization, there is no 
incentive to produce goods that are bet- 
ter or cheaper, that meet buyers de- 
sires, or afford new styles. Under pri- 
vate enterprise, competition makes for 
cheaper processes and greater produc- 
tion and improves serviceability. 

2. Deficits in production. Where 
these occur under nationalization, tax- 
payers must help pay the cost whether 
they are buyers of the particular goods 
or not. Under private enterprise all 
citizens have the option to decide 
whether to buy certain goods or not, re- 
gardless of the business success of pro- 
ducers. 

3. Management efficiency is not re- 
quired under nationalization; in- 
competent people can remain on the 
job as there are no stockholders to 
force a change. Under private enter- 
prise, management, if incompetent, is 
put out. Stockholders want results. 

4. Opportunity for advancement is 
lacking under nationalization—initia- 
tive is discouraged. Under private en- 
terprise workers can advance to higher 
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positions as their ability and the prog- 
ress of the business make possible. 

5. Collective bargaining and the 
right to strike are denied labor under 
nationalization, while under private en- 
terprise they are recognized. 

6. Profit incentive is missing under 
nationalization; pride of possession 
and sharing in building a prosperous 
community out of savings do not exist. 
Under private enterprise the incentive 
for profit helps build the nation 
through increased income; savings of 
individuals contribute to churches, 
educational institutions, homes, and 
means of culture. 

7. Regimentation is inevitable under 
nationalization ; man-power production 
falls and the standard of living goes 
down with it. Under private enterprise 
freedom of the people, right to wor- 
ship as they will, to build their lives as 
they choose, all under regulations of 
government, are possible. 

8. Right of protest against govern- 
ment abuses is lost to the people where 
there is extended nationalization of 
banking and industry. Under private 
enterprise stockholders and consumer 
public are free to protest and both can 
appeal to government in case rights 
are abused. 

9. Interest-free capital funds are 
used under nationalization. Under pri- 
vate enterprise capital must be paid for 
either by dividends or interest. 

10. Unfair competition for industry 
results from even partial nationaliza- 
tion, for government is then using capi- 
tal without cost while private industry 
has to pay for its capital. 

11. Taxes are lost under nationali- 
zation which municipalities, counties, 
and states would otherwise be paid by 
private enterprise. 


rN a corollary to the picture thus pre- 
sented, the speaker remarked upon 
a basic factor in this comparison of na- 
tionalization and private enterprise. He 
said: 


Even the smartest among all the people 
have not and cannot have the full intelligence 
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which lies within the tremendous variation of 
mental activities that lie within the multitude. 
It is only under free enterprise and govern- 
ment regulation that the individuality of the 
people can function, and unless it does func- 
tion, the greatest good for all cannot exist. 
Retrogression will displace progression. 
Peace will be impossible. 


While this one factor, judging by the 
records of history, may seem to be axio- 
matic, yet, in view of the frequency with 
which it is overlooked by the advocates 
of nationalization, the reference to it by 
Mr. Kent is a reminder that it needs con- 
stant reiteration. 

Declaring that “in so far as humanity 
has progressed up to the present, the 
American way has proved to be the most 
effective for bringing men out from un- 
der conditions of mediocrity or actual 
hardship.” Mr. Kent devoted the balance 
of his paper to summing up the various 
rights enjoyed by the individual under 
the Constitution and Bill of Rights, from 
which the American way functions. 

These rights, he pointed out, cover a 
wide field and provide the opportunities 
to each person, through his activities as 
a producer beyond his own needs, to save 
something from his daily work. He can 
exchange his savings for the production 
that arises from the savings of others and 


so broaden the lives of all. He can use 
such savings to provide for his protec- 
tion through insurance, and by making 
them serve to add to employment, fur- 
ther production, and increase his income. 
His savings may be small, but joined 
with savings of others, they can accom- 
plish wonderful things. 

Then followed an outline, item by 
item, of the many and varied interests 
in all the phases of the daily life of an 
American—each one of which stems 
from the fundamental premise set forth 
on “production and savings.” 


Oz is impressed, in reading these 
searching comments, that the sub- 
ject matter of Mr. Kent’s address, and 
especially this final summary and anal- 
ysis of the American way, should be of 
very real value to directors of personnel. 
The excerpts selected indicate, it is be- 
lieved, that the approach to the subject 
is both original and sound. The basic 
facts, as presented in the complete ad- 
dress, provide a wealth of educational 
material. Copies of this address by Fred 
I. Kent may be had upon request to the 
American Bankers Association, 22 East 
Fortieth street, New York, wae 
—R. S.C. 





Golden Anniversary Meeting of the Pennsylvania 
Water Works Association 


MONG the papers presented at the 
fiftieth annual — golden anniver- 
sary — meeting of the Pennsylvania 
Water Works Association, held in At- 
lantic City the middle of October, were 
two touching on economics and one on 
labor-management relations. As these are 
subjects definitely confronting Ameri- 
cans in these postwar days, and as the 
views expressed in these papers reflect 
upon matters of moment to those con- 
cerned with the management of public 
utility companies, reference is made be- 
low to certain of the salient features of 
these addresses. 
Dr, Harold G, Moulton, president of 
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the Brookings Institution, Washington, 
D. C., speaking upon “The Free Enter- 
prise System,” called for development of 
a sound economic program to replace the 
nation’s present “hybrid system of half- 
free and half-controlled economy.” He 
said that the basic economic objectives 
of the American people “are extremely 
difficult to attain and preserve . . . under 
a hybrid economic system. Since the hy- 
brid economy—half free, half controlled 
—has existed only since 1933, we do not 
have a period of comparable duration by 
which to test its performance, But the 
record to date has been far from reas- 
suring.” He continued : 
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There are two reasons why it is extremely 
difficult to attain and preserve economic 
stability and full employment under a hybrid 
economic system. The first is that govern- 
ment policies increase the uncertainties and 
hazards of private enterprise, particularly 
with reference to long-term capital commit- 
ments. 

The second factor which makes a hybrid 
system difficult to operate is the inevitable 
confusion and conflict to be found within 
the government program itself. I say in- 
evitable because—except under an enduring 
dictatorship—a government’s economic policy 
is inescapably a mere composite of the poli- 
cies of past and present administrations, and 
of compromises resulting from the power 
and influence of the many special interest 
groups who strive perpetually for govern- 
ment favor or protection. 


r. Moutton then listed what he be- 

lieves to be the primary goals of 
the American people and social system 
as follows: 


1. A progressively larger total national in- 
come. 

2. A progressively wider division of na- 
tional income. 

3. A society in which individual rewards 
are based primarily on work performed. 

4. Increasing economic security. 

5. The greatest possible development of 
the capacities of every individual. 

6. Opportunity for every capable indi- 
vidual to earn his own income. 


After analyzing in some detail each of 
these suggested goals, in an endeavor to 
cast light upon the prevailing confusion 
with respect to private enterprise versus 
the various types of planned economy, 
Dr. Moulton remarked : 


. . it seems clear that if we could move 
steadily i in the directions indicated, we would 
be enjoying well-rounded economic progress 
and moving toward the larger goal of 
economic democracy. On the other hand, to 
the extent that we lose sight of these goals 
or adopt policies which prevent their at- 
tainment, we are failing to achieve our na- 
tional objectives. 

A clear and precise perception of our na- 
tional economic aims is the essential first step 
in the formulation of a national economic 
program. The goals provide standards or 
criteria by which to measure the soundness 
of national economic policies and also the 
methods employed in carrying them into 
effect. But before we begin the discussion of 
national policies we must pause to survey in 
broad outlines the sources of our economic 
growth over the past century. The lessons 


NOV. 21, 1946 


to be drawn from this experience should also 
be useful in helping us formulate a sound 
economic program—public and private—de- 
signed to realize these goals. 


Alan H, Temple, vice president and 
economist of The National City Bank 
of New York, speaking on “Private 
Waterworks and Inflation,” declared 
that the country must be approaching the 
peak of the inflationary phase of the busi- 
ness cycle but there is not necessity or 
likelihood of “extensive disastrous defla- 
tion.” 

To support his opinion that the crest 
of the inflation spiral is drawing near, 
Mr. Temple said that several facts can be 
adduced. Among them he cited the fol- 
lowing : 


. . . One is that in many trades the distri- 
bution pipe lines are unquestionably being 
filled, and the volume of goods becoming 
available to consumers is increasing. 

Second, our farms this year have yielded 
the blessing of abundant cereal crops, and 
these ample feed supplies lay the foundation 
for a coming increase in the output of live- 
stock products. Most authorities think that 
farm prices in general are about at their 
peak. 

A third fact is that in some lines high 
costs are having their usual effect of cutting 
off demand. They have caused the pari 
down and postponement of a good deal of 
industrial expenditure, and they have driven 
a good many customers out of the housing 
market. 

My fourth point is that the deadline in 
stock prices has induced a certain amount of 
sobriety. Concern is expressed as to the un- 
balance of inventories and the size of out- 
standing forward commitments for merchan- 
dise. In a good many quarters, reéxamina- 
tion of buying policy is taking place. 


T is fortunate, the speaker continued, 
that awareness of our inflated posi- 
tion has spread and that people have 
started asking questions about it at a 
time when there are still powerful sup- 
porting elements beneath the business 
structure. He further commented: 
These supporting elements are the un- 
satisfied demands for goods both at home and 
abroad. The need for residential building 
can be projected far into the future. Auto- 
mobile production has not yet caught up with 
the current rate of scrapping. The whole 
world wants American goods and most of 
our important customers can pay for them. 
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HERE, MISTER—SHOW US AGAIN 
SOUTH PACIFIC FOX-HOLE DIGGER CHAMPION” 


With these elements of strength the situa- 
tion can stand some weakening of demand. 
It can stand a fall in black market prices and 
others that have been inflated beyond reason. 
It can stand the kind of recession that might 
lead to better quality goods and services. 


Business, through current policies, 
should not contribute to inflation, Mr. 
Temple said, and added that emphasis 
should be on economy, saving, and debt 
retirement, The squeeze of costs against 
prices will become no easier, he believed, 
since in many cases the possibility of ab- 
sorbing further cost increases through 
higher physical volume is past. In clos- 
ing he observed that 

There is a maxim that “hard times make 
hard work.” Some people are amending this 


to read “only hard times make hard work,” 
and predicting depression accordingly. The 
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objective of all should be to prove them 
wrong. 


Dr. E. Wight Bakke, director of the 
labor and management center, Yale Uni- 
versity, speaking upon “Promoting La- 
bor Peace,” declared that mutual sur- 
vival is the major common objective of 
labor and management. The root of most 
of the difficulties between the two 
groups, he remarked, is a lack of under- 
standing of the full range of problems 
faced by the other. 

Defining peace in industrial relations 
as a state of antagonistic codperation, in 
which parties with different interests rec- 
ognize their mutual dependence, Dr. 
Bakke commented : 

. . » two such giants as organized labor and 

organized management cannot thresh 
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around in a struggle for dominance within 
the delicate mechanism of the American 
economy and American democracy without 
bringing the whole structure down upon the 
heads of all of us. If they do that the public 
demand for regimentation of both in order 
to avoid the prospective chaos will be un- 
resistable. 

Such a demand will threaten the survival 
of free unions, and free management alike, 
and will herald the destruction of free enter- 
prise and a free society. 


Daeg wipes feature of this address 
is that the views expressed by Dr. 
Bakke were based upon the direct ex- 
pressions of labor and management lead- 
ers. The doctor told his audience that 
the Yale Labor and Management Center 
had issued a report called “Mutual 
Survival, the Goal of Unions and Man- 
agement.” That report is based, he said, 
on interviews with sixty leaders of labor 
and sixty leaders of management in nine 
major industrial cities. Therefore, he ob- 
served, the convictions about sound man- 
agement and effective unionism to which 
he called attention were theirs, not his. 
In summarizing these different con- 
victions, the speaker asserted that 


The first major difference between man- 
agement and unions arises from a focus of 
interest. Management’s focus is on the wel- 
fare of a particular company. The union’s 
focus is on the welfare of the employees of 
many companies. The immediate achieve- 
ment for which any management is reward- 
ed is the economic success, not of the world, 
o nation, or the industry, but of a particular 

” 

Management’s basic interest is vertical. 
The union leaders’ basic interest is horizon- 
tal. Both have to govern their actions ac- 
cordingly in order to survive. Management 
has to insist on examining every proposal 
made by the union primarily from the point 
of view of its effect on the profitability of 
the particular company. Unions have to 
chart their course by reference to a more 
generalized test : Wheére will this course lead 
us in our attempt to raise the standards of 
workers throughout our jurisdiction and to 
increase the power of our organization as an 
instrument for doing that? 

The my for labor peace lies in the fact 
that the basic interest for each is an im- 
portant secondary interest for the other, and 
that this secondary interest can be neglected 
at their peril. 


The second basic conflict, it was stated, 
arises from the following : 


. » good management involves a large de- 
gree " of freedom and discretion while good 
unionism involves regulation of management 
and workers. Management functions consist 
not only in planning a course of action, but 
in manipulating iactors of production, in- 
cluding labor, whose character and relation- 
ship over time cannot be precisely predicted. 
All sorts of unexpected and unpredictable 
situations arise. They must be met on the 
spot. The man or men responsible for that 
job have to have a considerable amount of 
free play in the rope. They are impatient 
with regulations which tighten the rope. 

A union is, however, basically an employer- 
regulating device. It seeks to apply rules to 
his action, as one union leader said, wherever 
that action affects the welfare of the men. 
Such action covers a broad area. Is there a 
single managerial action which is outside of 
it? The necessity for management freedom 
arising from the very nature of its job runs 
head on into the necessity for union regula- 
tion of management arising from the very 
nature of its job. 


U is probably natural, Dr. Bakke 
pointed out, that in the initial stages 
of this conflict each party should chal- 
lenge the other with the slogans of “man- 
agement prerogatives” and “union 


rights.” But, he continued : 


labor peace will not be promoted by a 
battle of slogans. The first job to be done re- 
quires each party to study the job of the 
other. What kind of functions can 
shared, what kind have to be shared in 
order to deal with all the relevant facts, 
what kind can best be done by specialists 
trained for their craft? In the last case how 
can these functions be carried out without 
curtailing the efficiency of the other pa 
It will be well for both management and la- 
bor leaders to realize that they cannot ac- 
complish even their individual objectives un- 
aided. Once a union is geared into the enter- 
prise, a weak management handicaps a union, 
and a weak union handicaps management. 
either party expects the other to act so that 
his own position and efficiency are improved, 
it is only common sense to grant the other 
the same privilege and act accordingly. 


The third conflict between manage- 
ment and unions arises, it was said, from 
the necessity on the part of each to de- 
velop a loyalty among workers to the 
firm on the one hand and to the union on 
the other. It was noted: 

. As long as the objectives of the two teams 


bring them into competition, it is hard for the 
leader of either one to believe that a man 


NOV. 21, 1946 676 





WHAT OTHERS THINK 


can at the same time be a member of both. 
The conviction is increased when either lead- 
er attempts to develop loyalty and solidarity 
by destroying confidence of workers in the 
other. There is no point in dodging the fact 
that both management and unions have to 
develop loyalty among workers in order to 
function at all. The most ancient of tech- 
niques for developing lIcyalty is to convince 
men of the necessity of uniting against an op- 
ponent who is a threat to their interests. 

Moreover we are not far removed from an 
era of civil warfare in which unions and 
management were at each other’s throats. 
Competition for loyalty was inevitable. But 
it does not promote labor peace. 

It will continue, however, to the degree that 
unions and management are doing different 
jobs that bring them into competition. One 
would expect it to decrease to the degree that 
unions become interested in and are admitted 
to genuine participation in increasing pro- 
ductivity—that is, to the degree that unions 
and management become partners in doin 
the same job—for loyalty is a by-product o 
participation. 


HEN the final point made by Dr. 

Bakke was that management and 
unions govern their actions by reference 
to different codes. The code of each is 
geared, he remarked, to the kind of an 
organization it is, to the job each has to 
do. He amplified this by the following: 


. . . The code of management represents the 
survival of rules which have proved expedi- 
ent in dealings between manufacturing con- 
cerns, banks, insurance companies, shipping 
companies, dealers, and similar organizations. 
The people involved in such organizations are 
engaged primarily in making and exchang- 
ing commodities for economic gain. They are 
held together by the processes of hiring and 
firing, by the giving and withholding of 
economic rewards. They are organized on 
the basis of a hierarchy of authority which is 
maintained in large part by the ability to pro- 
vide or deny access to economically useful 
things and services. The rules essential to 
the maintenance of such an organization 
are business rules... . 

Employers expect unions to be “business- 
like.” That is the chief meaning of their 
challenge to be “responsible.” What they are 

ing is: “You should follow the rules of 


_ Now to the extent that the union’s activity 
is a business operation, and much of it is 
just that, the challenge is not an unreason- 
able one. How can labor peace be built on 
any other foundation? The question answers 
itself. Business operations must be conduct- 
ed according to business rules, as long as the 
rules are consistent with the public interest. 
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Dr. Bakke then observed that the proc- 
ess of getting all parties to such opera- 
tions to act accordingly must take ac- 
count of several factors. The first is that 
a code is acceptable only if action in line 
with it is rewarding. It is rewarding if it 
enables a party to accomplish his objec- 
tives and do his job well. 

The business code, he said, is accepta- 
ble to managements because, since they 
work through institutions which have 
business objectives, and which require 
them to perform primarily business 
tasks, the following of business rules is 
rewarding to them. 


rk. BAKKE turned then to what may 

be the union viewpoint, and in so 
doing he presented a most interesting 
analysis of the factors which influence 
their attitude. Inquiring “how does the 
matter stand with the union leaders,” he 
commented, “consider briefly these facts 
about unions.” He then cited these facts 


They are a part of a working-class mo: »- 
ment. A movement is not a business. -~is 
members are bound together by traditions of 
struggle and martyrdom, by sentiments that 
have no counterpart in the world of busi- 
ness. A movement is not primarily a busi- 
ness. Loyalty to this movement will often- 
times influence union men to act in ways 
which are anything but businesslike. 

They are pressure and power-wielding or- 
ganizations designed to change the balance of 
economic rights, whereas a business operates 
to gain economic advantage within the frame- 
work of established rights. 

An organization whose success is meas- 
ured by its ability to change the balance of 
rights is more revolutionary than conserva- 
tive in character. Its tactics resemble politics 
or even warfare as frequently as they re- 
semble business operations. 

They are organizations designed to battle 
for the right to exist and to be ready to 
counter any move which threatens that exist- 
ence. How easily the words “struggle,” 
“fight,” “battle” fall from the lips of labor 
leaders! Those are not just words in their 
vocabulary. They are symbolic of their con- 
ception of the nature of their job. They are 
words made vivid by experience in doing 
that job. They are definitions of activities 
that appear to be “common sense,” for “com- 
mon sense” is a mirror of “common experi- 
ence.” 


Most important of all, the speaker ob- 
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served, is the fact that unions are politi- 
cal organizations in their internal struc- 
ture. He added: 


. . . If management had to get the consent 
of its stockholders for every major decision 
it made; if it had to involve them in day-by- 
day activity to implement those decisions; if 
stockholders had the power to express their 
dissatisfaction by withdrawing their capital 
from the business instead of selling their 
stock to someone else; under those circum- 
stances management would have to develop 
the same political strategies with respect to 
stockholders as union leaders have to develop 
with respect to union members. 


Would not such a situation provide most 
difficult problems for management in being 
able to be responsible in the making of bind- 
ing contracts, and in being able to deliver on 
those contracts? 


There is no short cut to the development 

of a strong, disciplined, and responsible 
political organization unless adherence to 
democratic procedures is abandoned. 
. . « But if one wishes to develop relations 
between unions and management which will 
promote labor peace, he will do well to 
recognize the basic nature of the institutions 
whose relations are involved. They will have 
to be made to fit together as what they 
realistically are, not what someone would 
wish them to be. One thing is certain, neither 
party can hope that the other will be rec- 
reated in his own image. 


n concluding his remarks, Dr. Bakke 

pointed out that labor leaders and 
management have different jobs to do. 
They work through different sorts of 
organizations. He said: 


Their immediate objectives are often not 
the same. One of their major tasks is to in- 
fluence the action of the other. They have a 
large area of common interest, but that area 
is not large enough at the present time to 
guarantee labor peace. The area will be de- 
creased if they fight for survival in ways 
which threaten the survival of the other. 

That is why it is so important that each 
shall know the kind of a job and institution 
through which the other works, and how his 
position, traditions, and objectives compel 
him to act as he does; to know what the 
other’s convictions are about what con- 
tributes to and what endangers survival of 
these; to recognize that these convictions 
grow out of experience and will change only 
when that experience changes. Such an 
understanding is a cornerstone of mutual re- 
spect, and mutual respect is essential to peace. 
Given that, they can use their brains and 
their powers to create a relationship in which 
both can survive the process of resolving 
conflicts between them. 

After reading the paper by Dr. Bakke 
one is left with the impression that the 
report of the Yale Labor and Manage- 
ment Center, from which he drew the 
“convictions” he advanced, constitutes a 
considerable contribution to this subject. 





4 ‘eo about a month ago Pittsburgh was verging on a gen- 
eral strike. All unions were mobilizing to help the power 


union, 


“Mayor Lawrence had done the unspeakable in labor disputes 
—he had sought an injunction. Think of it, an injunction m a 


labor dispute! 
“Antilabor! Antiunion! 


“Pittsburgh unions mobilized. Injunctions must not be used 
in labor disputes! The rights of labor must be protected.” 


* 
“Time marches on... 


* 


“The AFL and CIO get into a knock-down-and-drag-out 
over controlling (and collecting the dues) of the brewery work- 


ers. 


“The AFL sought an injunction to keep the beer dis- 
tributors from serving that ‘scab’ (CIO) beer. 

“And Judge A. Marshall Thompson denied it. 

“Think of it! A judge refusing an injunction in a labor dis- 


pute. Dirty, antiunion tactics’ 
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—EpIToriaAt STATEMENT, 
Pittsburgh Press. 
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In General 


Coffin Award Reinstated 


HE Charles A. Coffin award, best 

known and most coveted distinction 
open to all operating companies in the 
electric light and power industry, has 
been reinstated, after a wartime suspen- 
sion, according to the Edison Electric In- 
stitute, which administers the award. 

The award was established twenty-five 
years ago by the Charles A. Coffin 
Foundation to suitably recognize and 
honor nationally an electric company 
which during the year preceding had 
achieved the greatest advancement in its 
operations and physical plant, and thus 
made a distinguished contribution to the 
development of electric light and power, 
for the convenience of the public and the 
benefit of the industry. 

Since its establishment, 18 companies 
have received the award. No awards were 
made for the years 1931-1932, nor dur- 
ing the war years 1942, 1943, 1945. Asa 
tribute to the magnificent contribution of 
the electric industry to the war effort, 
the award for 1944 was collectively be- 
stowed on the entire industry. 

Prerequisite for consideration for the 
award, which is made on a competitive 
basis, is the submission to the Charles A. 
Coffin Award Committee of a brief ‘and 
simple presentation of the significant ac- 
complishments which in the view of the 
company entitles it to consideration for 
the award. 


Immediate Start on Georgia 
Project Proposed 
Po capital can start at once con- 

struction of the proposed $45,000,000 
Clark Hill hydroelectric project on the 
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Savannah river, whereas government 
work in the near future appears doubt- 
ful in view of President Truman’s cur- 
tailment of river and flood-control proj- 
ects, a Federal Power Commission hear- 
ing was told in Atlanta last month. 


The hearing was on an application of 
the Savannah River Electric Company, 
a subsidiary of the Commonwealth & 
Southern Corporation, with which the 
Georgia Power Company also is affili- 
ated, for a license to develop the project. 

Willard W. Gatchell, principal attorney 
for the FPC, asserted that the application 
was the first instance of a private concern 
desiring to undertake a project proposed 
for Federal development. Initial juris- 
diction was not in question in the hear- 
ing, however, he said. Rather the appli- 
cation was to be accepted or rejected 
under a section of the Federal Power 
Act which provides that the FPC must 
not issue a license for a project which 
the commission believes the government 
should construct. 

Attorneys for the electric company 
asserted the government is “not sup- 
posed to be in the power business,” and 
Harllee Branch, Jr., speaking for the ap- 
plicants, declared the company “cannot 
sit still in the face of the tremendous de- 
mand for electricity already existing in 
its territory, and in the face of a con- 
stantly increasing demand which will take 
place as the area develops in the coming 
years.” 

Colonel Paschal N. Strong, Army dis- 
trict engineer at Savannah, asserted the 
Federal government had already spent 
$1,021,000 on the Clark Hil! project and 
had contract commitments for an addi- 
tional $991,000. 
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Colonel Strong testified that $5,500,- 
000 of Federal money had been allotted 
to the project to date. Construction of 
an access railroad to the dam site is 42 
per cent complete and engineering plans 
are essentially finished, he added. 

Charles A. Collier, vice president of 
the Georgia Power Company, testifying 
before the FPC examiner, said the plans 
of the Savannah River Electric Company 
for development of Clark Hill are “sub- 
stantially the same as those of the Army 
Engineers.” 

“The flood-control and navigation 
benefits are identical in both plans,” he 
asserted, “and the application of the 
Savannah River Company for a permit 
to build the dam so stated. Our plans 
will have the same capacity for the gen- 
eration of electric power and, in addition, 
we offer the prospect of a better utiliza- 
tion of the generating facilities to be in- 
stalled at the dam.” 

Based upon the estimate of $45,000,- 
000 as the total cost of the Clark Hill 
dam, Collier said that Army Engineers 
put $1,038,000 as the value of the total 
benefits from flood control and naviga- 
tion, or 34 per cent of the total cost, thus 
leaving 964 per cent of total cost charged 
to electric power. 

Questioned about the Santee-Cooper 
project, a public water-power develop- 
ment in South Carolina, Collier said: 

“The Santee-Cooper area has not 
grown as rapidly in industry as has the 
area served by the Georgia Power Com- 
pany. I can say with confidence that no 
industry has ever failed to locate in our 
area because of either a deficiency in 
power capacity or in the rate structure of 
the Georgia Power Company. 

“The rates of the Georgia Power 
Company are very low, so low that in all 
our two territories there are only two 
privately owned and operated generating 
stations. That is indicative of the low 
rates of our company. For residential 
purposes, we now serve 1,960 kilowatt 
hours per customer per annum, the high- 
est area-wide use per customer east of the 
Rocky mountains.” 

James F. Crist, vice president of the 
South Carolina Power Company, testi- 
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fied his company has recently signed a 
10-year contract with the Santee-Cooper 
Authority to purchase 150,000,000 kilo- 
watt hours of electric power a year. The 
cost will average about $875,000 per year, 
he said. He further said that, in his 
opinion, the Santee-Cooper project is not 
as efficiently developed as “it could be.” 

Questioned by FPC lawyers on this 
statement, Crist explained that Santee- 
Cooper has no proper facilities for using 
its secondary or surplus power, and that 
this lack causes a considerable wastage in 
water. 

Fourteen witnesses were introduced 
from South Carolina to testify in favor 
of the application of the private com- 


pany. 


SEC Gets Exchange Proposal 


Sip Commonwealth & Southern Cor- 
poration on October 30th filed with 
the Securities and Exchange Commission 
a proposal to exchange 399,997} shares 
of the no par value common stock of 
Southern Indiana Gas & Electric Com- 
pany, a subsidiary, for 114,285 shares of 
its own preferred stock, $6 series. 

If the commission sanctions the plan as 
necessary to comply with provisions of 
the Holding Company Act, an outline of 
the offer will be mailed to registered hold- 
ers of the corporation’s preferred shares. 
Those accepting the offer would receive 
34 shares of Southern Indiana for each 
share of Commonwealth preferred ten- 
dered under the proposal, which would 
remain in effect a minimum of fifteen 
days. 

Deposits made by preferred stockhold- 
ers would be accepted in the order of re- 
ceipt and any deposit which would re- 
sult in exceeding the exchange limit 
would be subject to appropriate reduc- 
tion. The applicant also reserved the 
right to reject all deposits if less than 90,- 
000 shares of its preferred are deposited 
for exchange. 


Application Filed with FPC 


HE Federal Power Commission re- 
cently received an application from 
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Montana-Dakota Utilities Company, 
Minneapolis, Minnesota, requesting au- 
thorization to acquire facilities in Mon- 
tana and North Dakota to be constructed 
or acquired by Fidelity Gas Company, a 
wholly owned subsidiary of Montana- 
Dakota. 

Montana-Dakota also has asked FPC 
for permission to assume a $612,500 in- 
stalment note, due 1966, issued by 
Fidelity Gas Company to the United 
States of America to cover advances 
made by the government and to assume 
the indenture of mortgage securing the 
note, which indenture is between Fidelity 
Gas Company and the Marquette Na- 
tional Bank of Minneapolis, as trustee. 

Fidelity Gas Company has been in- 
active for some time but is the designated 
operator under a unit plan of develop- 
ment in the Bowdoin gas field and holds 
title to minor amounts of gas acreage. It 
has made arrangements with the govern- 
ment through the Rural Electrification 
Administration for construction of the 
electric transmission lines involved in 
Montana-Dakota’s application. Under 
the agreement with the government, the 
lines would be conveyed to Montana- 
Dakota before energization so that Fidel- 
ity Gas will not at any time be engaged in 
the electric utility business. 


Commission Reopens 
Proceedings 


HE Federal Power Commission has 

reopened the proceedings in which, 
by its order of May 15, 1942, it de- 
termined that the Connecticut Light & 
Power Company, Hartford, Connecticut, 
was subject to FPC jurisdiction, and has 
set oral argument before the commission 
to begin at 10 am, November 25th, in 
Washington, D. C. 

The case was remanded to FPC by the 
court of appeals for the District of 
Columbia for further proceedings in line 
with the opinion of the Supreme Court, 
which reversed the judgment of the court 
of appeals affirming the commission’s 
order of May 15, 1942. The company, 
through its counsel, has taken the posi- 
tion that the proceedings should be dis- 


missed, and had asked for an opportunity 
for oral argument before the full com- 
mission, 

The controversy dates back to enact- 
ment of the Federal Power Act of 1935. 
At that time the Connecticut Light & 
Power Company and certain other Con- 
necticut electric utilities cut interstate 
lines to avoid becoming subject to the 
new law. Not convinced that the steps 
taken by the company had removed it 
from the scope of regulation intended by 
Congress, the FPC made persistent at- 
tempts to secure the company’s volunta 
compliance, Finally, upon the company’s 
refusal to reclassify its capital accounts, 
the FPC in January, 1941, initiated for- 
mal proceedings to determine its juris- 
diction over the company. 


Temporary Authorization 
Granted 


Bes Federal Power Commission re- 
cently granted Panhandle Eastern 
Pipe Line Company, Kansas City, Mis- 
souri, and Chicago, Illinois, temporary 
authorization to install 8 additional com- 
pressor units aggregating 12,200 horse- 
power in compressor stations along the 
company’s pipe-line system which ex- 
tends through Texas, Kansas, Missouri, 
Illinois, Indiana, Ohio, and Michigan. 
The company estimated cost of construc- 
tion at $2,865,000. The facilities were to 
be completed by May, 1947. 

Specifically, the company will add one 
1,600-horsepower unit to each of the fol- 
lowing compressor stations : Greensburg, 
Haven, and Olpe in Kansas; Houstonia 
and Centralia in Missouri; Pleasant Hill 
in Illinois; Montezuma in Indiana; and 
one 1,000-horsepower unit at the Louis- 
burg station in Kansas. 

The company stated in its application 
that its present facilities would be taxed 
to the utmost during both winter and 
summer months for the supplying of mar- 
ket requirements of its customers and 
that the compressors requested were 
needed to supplement the present equip- 
ment and to permit maintenance of de- 
livery capacity during repair and over- 
hauling periods. 
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Arkansas 


Mayor Sets Gas Election 
Ant election todetermine whether 
Little Rock will purchase the 


Arkansas Louisiana Gas Company’s dis- 
tribution lines for municipal operation 
will be held December 17th, Mayor 
Sprick said recently. 

The mayor promised he would include 
the election date in his veto message to 


the city council on November 4th, when 
the aldermen would decide whether to 
restore the mayor’s authority to call an 
election. 

The resolution disapproved by the 
mayor divested the waterworks com- 
mission of authority to proceed with the 
purchase, and removed authority of the 
mayor to set an election date. 


Connecticut 


Power Industry Leader Retires 


ETIREMENT Of Samuel Ferguson, at 
his own request, as president of the 
Hartford Electric Light Company, and 
election of Vice President and General 
Counsel Austin D. Barney to be his suc- 
cessor was announced recently, follow- 
ing a meeting of the board of directors. It 
was also announced that Mr. Ferguson 
would continue as chairman of the board. 
For many years Mr. Ferguson was not 
only one of the outstanding figures in the 
business-managed electric power indus- 
try in the New England area, but gained 
national recognition in regulatory as well 
as industry circles for his advocacy of 
progressive management through the ac- 
ceptance of sound regulatory principles. 
Vice President and General Manager 
Kenneth P. Applegate was promoted to 
the newly created position of executive 
vice president. 

Mr. Ferguson’s service with the com- 
pany, dating from 1912, has been marked 
by leadership which has brought him na- 
tional recognition in the industry and has 
caused the Hartford Company to be 
cited many times for its progressive 
policies. 

For the directors, Morgan B. Brainard 
announced that it was with great regret 
that the board acceded to Mr. Ferguson’s 
desire to be relieved of the responsibili- 
ties of the active conduct of the com- 
pany’s affairs and expressed, in its 
minutes, the “great admiration, love, and 

_ affection we have for him and our appre- 
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ciation of the tremendous service he has 
rendered the company.” 

Since his graduation from Hartford 
Public High School in 1892, Trinity Col- 
lege in 1896, and Columbia School of 
Mines in 1899, Mr. Ferguson has fol- 
lowed an engineering, scientific, and 
business career which has covered a wide 
range. 

Prior to joining the Hartford Com- 
pany as vice president in 1912, Mr. 
Ferguson served for twelve years as con- 
sulting engineer and research engineer 
for the General Electric Company at 
Schenectady, New York, under such 
scientists as Dr. C. P. Steinmetz and Dr. 
W. P. Whitney. He brought to the Hart- 
ford Company, then in its early stages of 
development, a knowledge of modern 
developments in the electric art, and he 
has seen the company under his manage- 
ment progress to an outstanding position 
in the electric industry and to a vital place 
in the everyday life of metropolitan Hart- 
ford. 

Mr. Ferguson became president in 
1924. He is former president of the As- 
sociation of Edison Illuminating Compa- 
nies and is a trustee of the Edison Elec- 
tric Institute, and a member of the 
American Institute of Electrical Engi- 
neers. In 1936, Rensselaer Polytechnic 
Institute awarded him the honorary de- 
gree of Doctor of Engineering in recog- 
nition of his contributions to the devel- 
opment of electric power. He is a trustee 
of Trinity College. 
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District of Columbia 


Gift to “Booster” Fund Valid 


HE District of Columbia Public 

Utilities Commission last month 
overturned a principle laid down by a 
predecessor commission many years ago 
and ruled that the Washington Gas Light 
Company may assess the cost of its con- 
tributions to the Greater National Capital 
Committee against its consumers. 


In effect, the decision means everyone 
who pays a gas bill in the District will 
have to pay a part of the contribution to 
the board of trade committee,-a group 
that is maintained for the purpose of 
bringing conventions to Washington. 

Similar contributions have, since early 
in the 1930's, been ruled out as operating 
expenses, 


Georgia 


Gas Firm Eulogized 


HE Atlanta Gas Light Company, the 

city’s oldest business corporation, 
was dubbed “a symbol of what makes 
America great” at its ninetieth birthday 
celebration in Atlanta recently. 

Henry. A. Alexander, president of the 
Atlanta Historical Society, host at the 
birthday party, paid tribute to Atlanta’s 
oldest business citizen by declaring that 
it always has stood for “permanence, en- 
terprise, well-balanced judgment, in- 
tegrity, and success.” 

Born in 1856 when Atlanta was a little 
community of only 6,000 population, the 
Atlanta Gas Light Company has grown 
and progressed with the city because of 
its ever-present ideal of service, he said. 

H. Carl Wolf, managing director of 
the American Gas Association, added to 
its service motive that of “profit,” which 
he said is essential to “American business 
as we know it today.” 


“Only by a balanced combination of 
the service and profit concepts,” Wolf de- 
clared, “can we have American industry 
as we know it today. Those of us who 
love American industry must always 
have our eyes open for those who ques- 
tion the profit motive.” 

Government must always be the serv- 
ant of the people, Wolf asserted, but 
“never the master.” For government to 
be industry, he added, is “gnawing at the 
very vitals of this country.” 

Rock G. Taber, president of the At- 
lanta Gas Light Company, told the story 
of the birth, growing pains, and “grace- 
ful” aging of his company. He recalled 
that the company was founded to light 
Atlanta’s streets on Christmas Day, 1855. 
It was incorporated by the Georgia legis- 
lature in 1856, he said, and since then it 
“has progressed with the community, and 
planned with the community for the 
growth and expansion that have taken 
place during the years.” 


Indiana - 


Pay Hike Goes into Effect 


AGE increases of 11 cents an hour 
went into effect recently for about 
1,500 AFL employees of the Public Serv- 
ice Company of Indiana, without await- 
ing approval-of the Wage Stabilization 
Board. 
The 1l-cent award was made by an 
arbiter, following negotiations in which 
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a strike of power workers in 70 counties 
was threatened. The arbiter recommend- 
ed that the WSB approve the increase. 

However, R. A. Gallagher, president 
of the utility, said: 

“All controversy should be immedi- 
ately eliminated in order to concentrate 
on the job of serving electricity to the 
public. Accordingly we are placing the 
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additional increase of 11 cents an hour 
in effect, retroactive to June 16, 1946, 


without referring the matter to the na- 
tional Wage Stabilization Board.” 


ee 
Nebraska 


District Signs to Buy Unit 


TRECTORS of the Omaha Public 
Power District recently signed a 
contract to purchase the Nebraska Power 
Company from the Omaha Electric Com- 
mittee. The move was one of the final 
steps in a 7-year movement toward pub- 
lic power in the state’s largest city. 
The public power district is to take title 


to the utility properties on December 2nd. 
There were no objections to the agree- 
ment. The agreed price of all Nebraska 
Power properties is approximately $43,- 
747,530 when Nebraska Power’s Iowa 
properties are sold and net current as- 
sets are considered. 

The actual cost to the power district 
will be approximately $37,747,530. 


® 
New Jersey 


Gas Rate Increases Granted 


eo Service Etectric & Gas Com- 
PANY and two affiliated companies, 
Atlantic City Gas Company and County 
Gas Company, have been granted gas rate 
increases by the state board of public util- 
ity commissioners, it was announced re- 
cently. 

The new rates will go into effect 
December Ist. They will affect consum- 
ers of residential and building, heating, 
and cooling service. 

It is estimated that operating revenues 
of Public Service Electric & Gas will be 
raised by $600,300 a year. Atlantic City 
Gas Company revenues and County Gas 
Company revenues will be increased by 
about $23,000 and $3,600 a year, respec- 
tively. 

The increase in rates is the first for 
Public Service since 1935. For the two 
affiliated companies, it is the first since 
1936. Rates were raised primarily be- 
cause of the increase in the cost of pro- 
duction. 


sovernor Reassures Union 


EMBERS of the International Brother- 
hood of Electrical Workers, AFL, 
employed at Public Service Electric & 
Gas Company plants, were assured last 
month by Governor Walter E. Edge that 
the utility concern had not made operat- 
ing changes to which they objected. He 
promised intervention of the state media- 
tion board if the dispute could not be 
settled. 

The system council of the union, urg- 
ing the governor to take over running of 
the plants to avoid a labor difficulty and 
possible stoppage of service to consum- 
ers, contended that Public Service was 
arranging to transfer reading of “de- 
mand meters” from AFL members to 
lower-paid employees affiliated with a 
company union. 

The governor wrote to the system 
council that the company was arranging 
discussions with the union over the pro- 
posed changes, He promised codperation 
of state representatives. 


New York 


‘Action Raises Strike Issue 
HE possibility of a strike of 24,000 
Consolidated Edison Company em- 
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ployees on January Ist was raised recent- 
ly when the Brotherhood of Consolidated 
Edison Employees, CIO, sent to the 
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company a formal 60-day notice of the 
termination of its contract. 

Patrick McGrath, chairman of the 
union’s joint council, said the union 
hoped it would be possible to conclude 
negotiations for a new contract without 
any interruption of electric and gas serv- 
ice. 

“We will do everything possible not to 
inconvenience the public,” Mr. McGrath 
said. “We are willing to codperate with 
the company in providing essential serv- 
ice for hospitals and other similar institu- 
tions. But the employees are determined 
to receive a fair agreement. Our princi- 
pal concern at this time is that the em- 
ployees are not provoked into some pre- 
cipitous action before the contract ends.” 

Mr. McGrath said the union would 
seek wage increases of 30 to 35 cents an 
hour, elimination of job inequalities be- 
tween the Edison system and other em- 
ployers, an increase in night and holiday 
premiums, improved working conditions, 
and a job-training program for veterans. 


Transit Pay Rise Voted 


HE board of transportation of New 
York city at a brief special meeting 


on November 4th voted a pay increase to 
33,000 transit employees, which will 
mean 20 cents an hour more to hourly 
wage employees and $480 to per annum 
employees. 

The increase became effective immedi- 
ately. But no attempt was made to ap- 
prove the increase retroactive to July lst, 
as recommended by the mayor’s transit 
advisory committee and approved by the 
board of transportation and the board of 
estimates. The proposed retroactive in- 
crease was contested by a taxpayers’ suit 
on which a hearing was scheduled to be 
held November 6th in supreme court. 

A total of $12,500,000 was involved in 
the vote, so far as the current 1946-47 
budget was concerned. The retroactive in- 
crease, if finally approved in court, would 
add another $6,000,000. 

This increase to 33,000 of the city’s 
employees was expected to strengthen the 
demands that are accumulating from 
many employee groups for an increase of 

a year. The city council had pre- 
viously urged an increase for all em- 
ployees that averaged above $500. But 
the city’s fiscal officers said there were no 
funds to meet any such demand, esti- 
mated to cost $50,000,000. 


South Carolina 


Strike Threat Ended 


HREAT of a crippling power strike in 
South Carolina ended recently when 
D. B. Holland, business manager of the 
Columbia International Brotherhood of 
Electrical Workers, signed a “withdrawal 
of dispute” notice to the national Depart- 
ment of Labor. 
Federal Conciliator Fred Beck, Union 
President M. E. George, and S. C. Mc- 


Meekin, vice president of the South Caro- 
lina Electric & Gas Company, approved. 

Actual signing of the 18-month con- 
tract, which was being drawn up, would 
take place early in November, Mr. Beck 
said. Terms of the contract were not 
divulged at the time, but were assumed to 
lie somewhere between the union’s last 
published demand of 13-to-18-cents per 
hour increase and the 5-to-1l-cent in- 
crease offered by the company. 


Texas 


Reject Municipal Plant 


Ve of Cameron last month re- 
jected a proposed $500,000 bond is- 
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sue to finance a municipal power plant. 
Cameron is now served by the Texas 
Power & Light Company. 
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Denial of Injunction against Service Interference 


By Labor Union Affirmed 


HE New York Court of Appeals by 

divided vote affirmed a lower court 
order denying an injunction to a home 
owner against a union which, by picket- 
ing the only entrance to a building de- 
velopment, had prevented employees of a 
gas and electric company from establish- 
ing service. [See 62 PUR(NS) 245, 
248.] The majority opinion followed the 
lower court in considering the matter as 
“growing out of or involving a labor dis- 
pute” and therefore one in which the 
court was without jurisdiction to give in- 
junctive relief. This was by virtue of 
the “anti-injunction” statute § 876-a of 
the Civil Practice Act. But the minority 
ruled that the home owner’s complaint 
made out a case in which no labor dispute 
was involved. 

The contention that, as a third party to 
the controversy between a union and a 
nonunion builder, a home owner should 
not be required to suffer without equitable 
relief was approved by the judges sup- 
porting the minority opinion that an in- 
junction or at least damages should be 
awarded. The majority, however, dis- 
posed of this contention summarily with 
this statement : 


It makes no difference who is the plaintiff. 
There is no jurisdiction to issue such an in- 


junction on anyone’s application. Such are 
the plain words of the statute, and the ob- 
vious intent makes it even plainer. The whole 
purpose of the “anti-injunction” statute 
would be neatly and effectively thwarted if 
such an injunction were available to an out- 
sider, injured or annoyed by the peaceful 
and lawful picketing. Such a third party can 
always be found by the disputant who wishes 
to enjoin his adversary—it was conceded in 
open court on the argument of this appeal 
that the attorney who represents this plain- 
tiff-householder is in fact being paid by the 
strike-bound employer, Levitt, (That cir- 
cumstance explains why plaintiff continues 
to seek a reinstatement of the temporary in- 
junction against picketing, even though the 
picketing has.now ceased and the gas and 
electric installations have in fact now been 
made.) 


The minority judges did not accept the 
view that the withdrawal of the pickets 
and commencement of service during the 
pendency of the appeal made further pro- 
ceedings unnecessary. They relied on the 
rule that where the assistance of a court 
of equity is invoked for injunctive relief 
and/or damages, and subsequent happen- 
ings render the injunction unnecessary, 
equity should retain jurisdiction and 
award damages so that its disposition of 
the controversy will be a complete and 
final one. Schivera v. Long Island Light- 
ing Co. et al. 


7 


Authorization of Natural Gas Pipe-line Construction Denied 


HE Central New York Power Cor- 
e eo unsuccessfully applied to 
ederal Power Commission for 
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authority to construct and operate certain 
pipe-line facilities in New York state, or, 
in the alternative, for a finding that the 
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applicant was not a “natural gas com- 
pany” within the meaning of the Natural 
Gas Act and would not become one upon 
the construction of the proposed facili- 
ties. 

The pipe-line construction was intend- 
ed to interconnect the applicant’s Syra- 
cuse-Oswego division with its Utica and 
Watertown divisions to enable it to ren- 
der straight natural gas in lieu of mixed 
and manufactured gas. The proposed 
service would include the sale of straight 
natural gas to Syracuse Suburban Gas 
Company and New York Power & 
Light Corporation for resale for ultimate 
public consumption for domestic, com- 
mercial, and industrial purposes, At pres- 
ent there is in operation no pipe-line con- 
nection among the applicant’s various 
divisions. 

Central purchases natural gas from 
New York State Natural Gas Corpora- 
tion, which transports such gas from 
producing fields in Pennsylvania. This 
gas is received by applicant at Therm 
City, New York, and is transported by 
pipe line to the applicant’s mixing plant 
at Hiawatha, near Syracuse. This pipe 
line is tapped at certain points and 
straight natural gas is supplied to direct 
industrial customers. 

The commission stated that there is no 
question as to the interstate character of 
the transportation by New York State 
Natural Gas Corporation of the natural 
gas which it delivers to Central at Therm 
City. This transportation, it said, is 
merely a continuation of the movement 
of natural gas in interstate commerce 
until it reaches the applicant’s mixing 
plant at Hiawatha, and concerning the 
nature of the transportation, after reach- 
ing the mixing plant, the commission 
ruled: 

The fact that unmixed natural gas is, at a 


point in transit in interstate commerce, mixed 
with artificial gas and then further trans- 


ported for sale for resale does not change 
the interstate character of the transaction 
within the meaning of the Natural Gas Act. 

Section 2(5) of the Natural Gas Act de- 
fines “natural gas” as follows: 


“ ‘Natural gas’ means either natural gas 
unmixed, or any mixture of natural and 
artificial gas.” 

Section 2(6) defines “natural gas com- 


pany” to mean: 

“ ..a person engaged in the transporta- 
tion of natural gas in interstate commerce, 
or the sale in interstate commerce of such 
gas for resale.” 


The proposed project was disapproved 
on the basis of the indefinite status of 
major elements of the proposed pipe line 
and questionable need for a new com- 
pressor station. The commission found 
that the project was still in only a forma- 
tive stage and that the applicant did not 
meet the burden of proof to establish that 
public convenience and necessity required 
the construction and operation of the pro- 
posed facility. 

It was pointed out that the size of the 
proposed pipe line and the type of con- 
struction had not been definitely de- 
termined, that the original estimate of 
the cost of the proposed facility was de- 
clared by company witnesses to be “a 
very rough estimate,” and that the 
originally estimated amount of gas to be 
purchased from the New York Natural 
Gas Corporation and the cost of conver- 
sion were declared by company witnesses 
to be 10 to 15 per cent too low. 

Furthermore, the commission noted, 
the evidence disclosed that the applicant 
has sufficient productive capacity to meet 
requirements for the next four or five 
years, based upon the estimates of de- 
mands originally submitted. One of the 
applicant’s witnesses testified that pres- 
ently existing facilities are adequate to 
supply requirements for ten years, but 
not economically. Re Central New York 
Power Corp. (Docket Nos. G-120 and 
G-702, Opinion No. 140). 


e 
Telephone Association Not a Public Utility 


ie dismissing on jurisdictional grounds 


the application of a telephone associa- 
tion for permission to abandon opera- 


tions, the Missouri commission examined 
the structure of the company and de- 
termined that it was not a utility under 
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commission regulation. The association 
was classified as a mutual organization 
operating without profit on an accommo- 
dation basis. 

Neither its rental of phone boxes to 
both members and nonmembers at 25 
cents per month, nor the returning to 


members of funds garnered in excess of 
operating expenses was deemed a suffi- 
cient basis for considering the association 
a telephone corporation rendering serv- 
ice for hire and therefore a public utility. 
Re Miller Township et al. (Case No. 
10,865.) 


z 


Curtailment of Gas Service for Space 
Heating Approved 


PPLICATIONS by several gas utilities 
for commission approval of com- 
pany regulations limiting service to addi- 
tional house-heating customers were 
granted by the Wisconsin commission. 
The existence of an emergency brought 
on by a critical shortage of productive 
capacity was considered sufficient ground 
for permitting the utilities to limit their 
undertakings of service. 

The rules upon which the commission 
believed the service curtailment should be 
based provided for service to new-homes 
equipped to heat with gas, also service to 
conversion units contracted for before a 


critical date, with new industrial, com- 
mercial, and conversion units on the non- 
priority list and without gas service dur- 
ing the emergency. 

Where a customer was willing to re- 
move a conversion burner which might 
be eligible for service under the emer- 
gency rules, the commission authorized 
the utilities to charge to operating ex- 
pense the cost of labor in reinstalling 
grates or other equipment necessary to 
restore the unit to its condition before 
conversion to gas. Re Milwaukee Gas 
Light Co. et al. (2-U-2178, 2-U-2214, 
2-U-2216). 


=e 
Telephone Service Ordered Notwithstanding 
Duplication 


tb: Wisconsin commission ordered 
a telephone company to extend its 
lines to serve the new home of a former 
customer after investigation of the util- 
ity’s operating authority established that 
the residence was within the area of its 
undertaking. That the lines of another 
company ran past the residence was not 
considered a controlling factor. 
Commissioner Bryan, in a dissenting 
opinion, pointed out that both the com- 


panies in the town, by rendering local 
service, had assumed an undertaking in- 
cluding the residence of the applicant. He 
objected to the subscriber’s demand for 
the same telephone service in his new 
residence as he had in his old one. To 
grant such demand, he said, would result 
in endless duplication of facilities and in 
time many abandoned and useless tele- 
phone lines. La Mar v. Commonwealth 
Telephone Co. et al. (2-U-2196). 


e 


Informal Notice Is Criticized by Commissioner 


sion to abandon 525 feet of its 
trackage was approved by the majority 
of the Minnesota commission on a show- 
ing that no injury to the public or im- 
pairment of the railroad’s ability to serve 
would result. 


Serene application for permis- 


Commissioner Chase, in a strong dis- 
senting opinion, conceded that in this 
case no harm would result from removal 
of the track but based his position on the 
fact that the railroad had not complied 
with the procedural features of the 
statute permitting track abandonment. 
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He scored the practice of giving tele- 
phonic notice either just before or during 
the hearing on the proposed track re- 
moval and described this substitute for 
written notice as “so silly as to deceive 
no one.” Commissioner Chase feared that 
permitting such departure from estab- 
lished procedure in unimportant matters 
might establish a precedent which might 
be relied on in an important matter. 
The commissioner reviewed the ap- 


plicable statutes and summed up his 
stand with this statement : 


In both statutes it is obvious that the legis- 
lature intends that track removals shall only 
be permitted following a duly stated hearing 
at a fixed time and place, and after fo 
advance notice has been given: Neither divine 
nor legislative decree has given to this com- 
mission the power of forgiveness. 


Re Chicago, Milwaukee, St. Paul & 
Pacific Railroad Co. (R-55, D-1754-c). 


4 


Rates for Telephone Directory Advertising 
Held Nondiscriminatory 


HE defense of an advertiser to an 

action brought by a telephone com- 
pany to recover for classified advertising, 
that a change from a 3-column to a 4- 
column directory constituted an un- 
authorized increase in rates was rejected 
by a California court where, despite the 
change, the advertiser had received the 
precise amount of space for which he had 
contracted. 


To his charge of discrimination the 
court replied: 


Since all these rates had been approved by 
the railroad commission and applied equally 
to every advertiser whose name appeared in 
the directory, it is apparent that there was 
no discrimination practiced against this ap- 
pellant and that he suffered no real injury. 


Southern California Telephone Co. v. 
Carpenter et al. 171 P2d 142. 


7 


Certificate Awarded Carrier on Split Vote of Commission 


| ge applications for operating 
authority over identical streets and 
highways presented a narrow question 
for the New York commission as to 
which carrier should be certified. It was 
decided by a 3-to-2 vote of the com- 
mission. 

Chairman Maltbie’s majority opinion 
relied on the general principles that the 
operation of two carriers over an identical 
line is not in the public interest and that 
public interest is better served where the 
same company operates both local and 
through service over a line, with no divi- 
sion of undertaking. On these principles 


the commission ruled out the suggestion 
by the carriers that both be authorized. 
Both carriers being well qualified, the 
commission selected the carrier which 
had received local consents. 

In a dissenting opinion Commissioner 
Arkwright stressed the fact that the car- 
rier whose application was denied had 
rendered service in the area for many 
years over established routes and that 
such a carrier, together with its invest- 
ment, should be protected not only in the 
interest of the bus operator but in the 
interest of the public. Re Parkway Bus 
Line et al. (Cases 12207, 12619). 


z 
Reduction of Bus Fare Ordered 


ean District of Columbia commis- 
sion ordered a family-owned bus 
company operating both within the Dis- 
trict and between the District and various 
points in Maryland to reduce its District 
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fare, after finding that the rate of return 
on District operation was 41.77 per cent. 

The commission ignored profits aris- 
ing from transactions between the com- 
pany and a family partnership, on the 
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theory that a utility and an affiliate must 
be considered as a single enterprise in 
financial matters relating to the utility if 
patrons are to be given equitable treat- 
ment. 

It was necessary to make an allocation 
of cost since the same equipment was 
used in all operations. In making this 
allocation the commission considered 
both passenger and mileage factors. 

Objection raised by commission’s 
auditor, McElfresh, to the consideration 
of a bonus payment to the president as 
an operating expense was dismissed also 


by the commission with this ruling: 


There is no doubt, as McElfresh pointed 
out, that this company with its practically 
one-man ownership and control could com- 
pletely nullify the effective determination of 
just and reasonable rates by the simple ex- 
- pedient of adjusting the president’s salary to 
such an extent that the income of the com- 
pany would always reflect a fair return on 
capital invested, but it has not been demon- 
strated that this has occurred in this case. 


Re Washington, Marlboro & Annapolis 
Motor Lines, Inc. (PUC No. 3186, 
Formal Case No. 349, Order No. 3088). 


e 


Other Important Rulings 


ft ip Indiana commission denied the 
application of a motor carrier for ap- 
proval of a sale and transfer of a certifi- 
cate of convenience and necessity on the 
theory that a certificate under which no 
operations have ever been conducted can- 
not be sold or transferred even to a re- 
liable purchaser without adequate proof 
that the service is necessary to the public. 
Re Evansville Suburban & Newburg 
Railway Co. et al. (No. 2990-A, 2). 


The complaint in an action by a grain 
warehouse corporation against a state 
commission to enjoin proceedings before 
the commission was found by the circuit 
court of appeals to state a cause of action, 
on the ground that the state commission 
lost jurisdiction when the Federal gov- 
ernment by the Commodity Exchange 
Act invaded the field of warehouse regu- 
lation. Board of Trade of Chicago v. 
Illinois Commerce Commission et al. 156 
F2d 33. 


The application of a shipper for repa- 
ration against a railroad was denied by 
the California commission, which ruled 
that in a reparation proceeding the bur- 
den of proving rates unreasonable is on 
the party so alleging and that the shipper 
had failed to carry this burden. Pillsbury 
Mills, Inc. v. Southern Pacific Co. (De- 
cision No. 39252, Case No. 4803). 


The application of a motor carrier for 
a certificate of convenience and necessity 
was approved by the California commis- 
sion, which overruled the existing car- 
rier’s objection to new competition on 
the ground that no showing as to the 
adequacy of existing service was made. 
Re Stockton City Lines, Inc. (Decision 
No. 39274, Application No. 26580). 


The use of unadjusted book cost as a 
starting point in developing a rate base 
for a water and sewer company was 
deemed proper by the New Jersey Board 
of Public Utility Commissioners in a pro- 
ceeding in which the company sought 
authority to increase its water rates and 
to establish sewer rates. Re Packanack 
Lake, Inc. (Decision No. 2287). 


An action by several omnibus com- 
panies against the New York commis- 
sion, in which the principal issue was the 
authority of the commission to modify 
certain transit fares which had been 
established by franchise agreements be- 
tween the city and the company, was dis- 
missed by the New York Supreme Court 
on the ground that it would be unwise 
from a practical standpoint to permit 
such agreements to infringe upon the 
rate-fixing authority of the commission. 
East Side Omnibus Corp. et al. v. Malt- 
bie et al. 63 NY Supp 2d 712. 


Nore.—The. cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Important addresses on questions of public interest 
delivered at the annual convention of the Section of 
Public Utility Law of the American Bar Association 
at Atlantic City, N. J., October 28-November 1, 1946 





The Application of the Antitrust Laws to 
Regulated Industries 


By ELMER A. SMITH 
SENIOR GENERAL ATTORNEY, ILLINOIS CENTRAL SYSTEM 


uN eternal question in economics, and 
consequently in legislative policy 
and law, is whether competition or regu- 
lation better protects the public interest 
in commerce and industry. 

Students of public utility law have as- 
sumed that the state legislatures and the 
Federal Congress made the choice be- 
tween what Chief Justice Stone once 
called “rival philosophies,”* in so far as 
public utilities and carriers are con- 
cerned, when they passed laws providing 
for the comprehensive regulation of utili- 
ties and carriers. 

But the antitrust division of the 
United States Department of Justice 
now thinks otherwise. That division is 
now urging for the first time in almost 
half a century that carriers regulated by 
the Interstate Commerce Commission in 
respect to rates are subject to regulation 
in respect to the same rates by the divi- 
sion through its power to enforce the 
Sherman Antitrust Act. This conten- 
tion raises novel and important questions 
of great concern, not only to carriers but 
to shippers. It presents the question 
whether the nation’s carriers are to be 
subjected to two different and incon- 
sistent policies of regulation, one admin- 
istered by. an agency of Congress, and 


the other by an agency of the Executive. 


His section in October, 1932, dis- 
cussed a committee report on the 
applicability to public utilities of the anti- 


691 


trust laws. The committee concluded 
that the Federal government should 
adopt, as to carriers subject to regula- 
tion by the Interstate Commerce Com- 
mission, and as to public service compa- 
nies generally, the principles sustained 
almost unanimously by the state courts 
that the state antitrust laws are not ap- 
plicable to public service companies sub- 
ject to control by public utility commis- 
sions® 

At the time this report was written, 
some thirty-five years had elapsed since 
the decisions of the Supreme Court in 
1897 and 1898 in the Trans-Missouri 
and the Joint Traffic cases, in which the 
court applied the Sherman Antitrust 
Act to the railroads.* The court there 
held that agreements among railroads, 
giving to rate bureaus the power to fix 
and maintain rates and to impose fines 
for failure to comply with the terms of 
the agreements, were in restraint of trade 
and therefore illegal. 

The antitrust division took the first 
real step in forty-five years to subject 
railroads to the provisions of the Sher- 
man Act in respect to rates when it 
sought indictments in 1942 against rail- 
road traffic officers for violations of that 
act.* Other government officers, however, 
knowing the part that the railroads would 
play in an offensive war, persuaded the 
Attorney General to discontinue the pro- 
ceedings.’ Suits were later brought by 
the state of Georgia and by the Depart- 
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ment of Justice against various railroads, 
charging them with violations of the 
Antitrust Act in the maintenance of 
their rate bureaus and in their rate-mak- 
ing procedures.® 


HE antitrust division now would en- 

graft upon the regulatory system 
provided for in the Interstate Commerce 
Act and administered by the Interstate 
Commerce Commission, some kind of 
regulatory system conjured up by the 
antitrust division and within its sole con- 
trol—a system, moreover, as I shall later 
point out, diametrically opposed to the 
principles of regulation evolved by the 
Interstate Commerce Commission over a 
period of sixty years, and to the purposes 
of the Declaration of National Trans- 
portation Policy. 


ET us consider at this point the setting 
within which the Trans-Missouri 
and the Joint Traffic cases were de- 
cided, the changes since made in the In- 
terstate Commerce Act, and in rate bu- 
reau procedure. 
The Interstate Commerce Act became 
a law on February 4, 1887, But by vir- 
tue of judicial decisions in the decade 
which followed its enactment, the com- 
mission, to use its own language,’ 
. ceased to be a body for the regulation of 
interstate carriers. It is proper that Congress 
should understand this. The people should 


no longer look to _this commission for a 
protection which it is powerless to afford. 


It is not to be wondered that the Su- 
preme Court, having first through its de- 
cision in the Maximum Rate Case® ren- 
dered the commission powerless to fix 
rates, reached the conclusion in these old 
antitrust cases that the country must look 
to competition to protect the public in- 
terest in the matter of rates. And the 
Solicitor General in his argument in these 
cases made the most of this point. He 
said in the concluding paragraph in the 
government’s brief : 

As the law now stands, the commission has 
mo power to prescribe or enforce rates. 

Competition secures reasonableness. The law 


enforces uniformity. In Interstate Commerce 
Commission v. Railway Co. 167 US 479, the 


court held that if Congress had intended to 
give the commission power over rates, it 
would have done so in unmistakabie lan- 
guage. So too when Congress sees fit to take 
the railroads out of the operation of the nat- 
ural laws of trade, it will do so, and for in- 
dependent competition will substitute govern- 
ment regulation. 


HAT Congress has done this very 

thing is shown by the legislative 
history of the Interstate Commerce Act.® 
It is only necessary here to refer to the 
changes wrought in the act by the Hep- 
burn Act of 1906, which first gave the 
commission the power to fix maximum 
rates; the Mann-Elkins Act of 1910, 
which gave the commission the power to 
suspend rates pending an investigation 
of their reasonableness ; the Transporta- 
tion Act of 1920, which gave the com- 
mission the power to fix minimum rates, 
to control the issuance of securities, to 
authorize abandonments, construction, 
and extensions; the Motor Carrier Act 
of 1935, which subjected motor carriers 
to regulation ; the Transportation Act of 
1940, which gave the commission the 
power to regulate water carriers, and 
which prohibited discrimination between 
territories; and lastly the act of 1942, 
which gave the commission the power to 
regulate freight forwarders. This is but 
a thin outline of a few of the far-reach- 
ing and fundamental changes made in the 
act since the Trans-Missouri and the 
Joint Traffic cases were decided. 

The Transportation Act of 1920 in- 
troduced, as the Supreme Court has so 
many times declared,” a new policy of 
interstate commerce legislation. That 
policy is an affirmative one. It empha- 
sized the aim of establishing an adequate 
national transportation system. This pur- 
pose was confirmed and strengthened in 
the elaborate Declaration of National 
transportation Policy found in the 
Transportation Act of 1940, This decla- 
ration has a most important bearing 
upon the question we are here consider- 
ing. 

Congress declared it to be the Na- 
tional Transportation Policy 

to provide for fair and impartial regula- 

tion of all modes of transportation subject to 
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the provisions of this act, so administered as 
to recognize and preserve the inherent ad- 
vantages of each; to promote safe, adequate, 
economical, and efficient service and foster 
sound economic conditions in transporta- 
tion and among the several carriers; to en- 
courage the establishment and maintenance 
of reasonable charges for transportation 
services, without unjust discriminations, un- 
due preferences, or advantages, or unfair or 
destructive competitive practices. 

This policy is directed 

all to the end of developing, codrdinating, 
and preserving a national transportation sys- 
tem by water, highway, and rail, as well as 
other means, adequate to meet the needs of 


the commerce of the United States, of the 
postal service, and of the national defense. 


ut Congress did not stop with a 
B statement of the end to be achieved. 
It especially provided that all the pro- 
visions of the Interstate Commerce Act 
shall be administered and enforced with 
a view of carrying out this declaration. 
Congress has announced no such policy 
with respect to any other segment of our 
national economy. This declaration is a 
congressional recognition of the sharp 
distinction between the carrier industry, 
an industry affected by the public inter- 
est, and manufacturing and private en- 
terprises generally which have heretofore 
been free from such regulation as we now 
find in the carrier and public utility field. 

The many amendments to the act be- 
ginning with 1906 have made it an effec- 
tive instrument for the regulation of car- 
riers. The regulation now administered 
by the Interstate Commerce Commission 
under the provisions of the act is all 
pervasive. It controls every carrier ac- 
tivity which in any way affects the pub- 
lic interest. 

Under the act the commission’s juris- 
diction now includes railroads, sleeping- 
car, express, and pipe-line companies, 
common and contract motor and water 
carriers and freight forwarders. If the 
commission finds that a rate exceeds a 
reasonable maximum rate, the commis- 
sion reduces it. If the rate is less than 
a reasonable minimum rate, the commis- 
sion increases it. If it is unjustly dis- 
criminatory or unduly prejudicial, the 
commission requires the removal of the 
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discrimination or prejudice. If unlawful 
rates resulted in damages in the past, the 
commission awards damages. If carriers 
propose to increase or reduce their rates, 
the commission has the power to suspend 
such rates pending a determination of 
their lawfulness. 

There is no wrong that railroads, 
motor or water carriers can impose upon 
the shippers or travelers of this country 
for which no remedy exists under the In- 
terstate Commerce Act. As the Supreme 
Court itself has said,“ the act embodies 
a remedial system which is complete and 
self-contained. 


HE antitrust division as late as 1940 
believed that the regulation of car- 
riers provided for in the Interstate Com- 
merce Act protected the public interest, 
for it said™ in a brief filed in the Supreme 
Court: 
In other words, in the case of the railroads, 
there has been a substitution of government 


regulation for.competition as a means of 
protecting the public interest. 


The Supreme Court, when it came to 
decide this case, said: 

Congress has not, in its regulatory scheme 
(respecting broadcasting), abandoned the 
principle of free competition, as it has done 
in the case of railroads, in respect of which 
regulation involves the suppression of waste- 
ful practices due to competition, the regula- 
tion of rates and charges, and other measures 
which are unnecessary if free competition is 
to be permitted. 


What precedents in economics and in 
law hang upon the decision of one jus- 
tice! The decision of the Supreme Court 
in the Trans-Missouri Case was by a 
5-to-4 vote; the decision in the Joint 
Traffic Case was by a 5-to-3 vote. Justice 
Brewer, who voted with the majority in 
the Trans-Missouri and Joint Traffic 
cases, said later that, upon a further ex- 
amination which had not disturbed the 
conviction that these cases were rightly 
decided, he thought that in some respects 
the reasons given for the judgments could 
not be sustained, 

The recent decision of the Supreme 
Court in the antitrust suit brought by 
Georgia, in which the court held that 
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it had original jurisdiction, was by a 5- 
to-4 vote. 

This nation, after long deliberation and 
consideration by Congress, embarked 
sixty years ago upon a policy of regula- 
tion of railroad rates. This policy was 
adopted after the nation had found by a 
bitter experience that competition did not 
protect the public interest. 

As the late Federal Codrdinator of 
Transportation, Joseph B, Eastman, said 
in one of his reports: 

Experience has shown that in transporta- 
tion free and open competition without let or 
hindrance does not protect the public but in- 
stead does it harm. For many years we tried 
it with the railroads and it did not work. . . . 
It was these abuses of competition which 
were mainly responsible for the creation of 
the Interstate Commerce Commission in 
1887, as a reading of its first annual report 
will plainly show. 


HE decisions of the commission 
dealing with the rates of motor car- 
riers disclose that the kind of competition 
which the antitrust division would sub- 
stitute for the regulation provided for by 


Congress was more recently tried out in 
the motor carrier industry and was again 
found wanting. The commission said in 
one of these cases :"” 


The evidence of respondents (motor car- 
riers) . . . reveals that the motor carrier 
industry in this territory is in a demoralized 
condition, due principally to conflicting rates 
and practices, the lack of unity among re- 
spondents, and continuing rate wars. There 
can be no doubt that the rate structure is 
filled with inequalities and incongruities. 


A study of the history of regulation 
of water carriers will disclose precisely 
the same situation: the total failure of 
competition to protect the public inter- 
est, and the substitution of regulation for 
competition." 

An examination of the amendments to 
the Interstate Commerce Act made dur- 
ing the last four decades, the reports of 
the congressional committees and the 
congressional debates which led to these 
amendments, and the annual reports of 
the commission, show that every amend- 
ment has been a step away from the 
theory” that “competition must continue 
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to be the keystone of our governmental 
policy in transportation,” as urged by the 
antitrust division, and towards regula- 
tion as that keystone. 

A study of the Interstate Commerce 
Act, which now embraces 210 printed 
pages, its history, and its administration 
by the commission, will demonstrate that 
the act was intended by Congress to pro- 
vide, and in its actual day-by-day appli- 
cation by the commission provides, with- 
in human limitations, a complete protec- 
tion of the public interest. There are no 
gaps in that protection which remain to 
be filled in by the antitrust division. 


HE railroads, following these old 

decisions, dissolved the rate bu- 
reaus condemned by the court, and es- 
tablished new bureaus under articles of 
association which very substantially 
changed the procedure which had there- 
tofore been followed. The railroads with- 
drew from the rate bureaus the power 
to fix rates and to assess fines. The pro- 
cedure, developed over a period of five 
decades, generally provided for confer- 
ences among railroads and shippers re- 
specting rates. The right of each railroad 
to determine for itself what rate it will 
establish is recognized and has been free- 
ly exercised.” The procedure reflected 
the response of both carriers and shippers 
to the sweeping changes made in the In- 
terstate Commerce Act in the years that 
followed 1906, and to the recognition by 
both carriers and shippers that they oc- 
cupy a place of responsibility for the ef- 
fective and fair administration of that 
act. 

It is significant that the commission in 
its annual report for 1898—the very year 
in which the Joint Traffic Case was de- 
cided—as well as in later reports, re- 
ferred to these rate bureaus, and said that 
it was difficult to see how railroads could 
be operated, with due regard to the in- 
terest of the shippers and the railroads, 
without concerted, action of the kind af- 
forded through the bureaus, The com- 
mission in 1944, forty-six years later, 
again considered the place of rate bu- 
reaus in the regulatory scheme and said 
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that there was danger that undue breadth 
in applying the antitrust act would inter- 
fere with carrying out the Declaration of 
National Transportation Policy against 
“unfair and destructive competitive prac- 
tices.””22 

The late Commissioner Eastman, in the 
course of his statement before the Senate 
Committee on Interstate Commerce in 
1943, said with his usual insight and 
wisdom : 


I am wholly convinced that if the carriers 
of the country are to respond to the duties 
and obligations imposed upon them by the 
Interstate Commerce Act, and if the rate 
structure is to be reasonable, free from un- 
just discrimination or undue preference and 

rejudice, as simple and consistent as may 
f reasonably stable, and sufficient for the 
financial aon | of private ownership and op- 
eration, the carriers must in a position 
to consult, confer, and deal collectively with 
many phases of the matter, and that while 
the ultimate right of the individual action 
should be scrupulously preserved, it is de- 
sirable that such action should not be taken 
without prior notice to fellow carriers and 
shippers and an opportunity for them to ex- 
press their views. 2 


It would seem that some weight should 


be given to the judgment of the commis- 
sion and its members in such a matter, 
with their sixty years of experience in 
the problems and complexities of rate 
making. 


HE complaint which the antitrust 

division now makes is that the rail- 
roads through these various rate bureaus 
and conferences engage in collective ac- 
tion respecting rates. The division con- 
tends that freight rates must be made by 
individual railroads acting alone and 
without regard to the interests of other 
railroads, shippers on other railroads, 
and shippers in other territories, and 
without regard to the standards of rate 
making found in the Interstate Com- 
merce Act. 

Let us consider, therefore, the reasons 
for the rate bureau procedure. The 
maintenance of rate bureaus, which pro- 
vide a medium through which railroads 
and shippers may consult and confer 
with one another respecting rates, and 
reach a conclusion respecting rates that 
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will conform to the standards laid down 
in the Interstate Commerce Act, is im- 
peratively required in the effective ad- 
ministration of that act. 

The act sets up standards of rate mak- 
ing which constitute the very heart of 
the act, to the attainment of which stand- 
ards the act is directed. Rates must be 
reasonable. They must be nondiscrimina- 
tory. 

They must not be unduly prejudi- 
cial or preferential. The division con- 
tends that these standards are for the 
guidance of the Interstate Commerce 
Commission alone, and that the railroads 
may not under the Antitrust Act collec- 
tively consider whether a proposed rate 
which may affect all railroads and all 
shippers in a given region or in several 
regions is reasonable or discriminatory. 


HE Assistant Attorney General in 

charge of the antitrust division in a 
recent interview said that the division 
contends that the legislative power to 
prevent discrimination should not be 
delegated from the commission to some 
private group. Congress, recognizing the 
distinction between the transportation 
industry and other industries, has set up 
standards of rates—standards of pric- 
ings—for the transportation industry. 
The commission applies these standards 
in the cases as they come before it. It 
ought to be plain that the standards which 
control the commission in fixing lawful 
rates are the standards which the car- 
riers themselves, to the best of their abil- 
ity, must follow when they initiate 
rates. 

The initiation of rates by carriers un- 
der these standards is an integral part of 
the rate-making procedure contemplated 
by the Interstate Commerce Act. The 
whole process of rate initiation by the 
carriers, and the review of those rates by 
the commission, is a seamless web, and 
cannot be separated, the carriers con- 
trolled in their initiation by theories of 
competition enforced by the antitrust 
division, and the commission testing the 
rates by different standards—those found 
in the act. It is impossible for regulation 


NOV. 21, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


to have even a semblance of success on 
any such theory. Regulation does not be- 
gin with the commission. Congress in- 
tended it should begin with the carriers 
when they initiate rates. Otherwise the 
establishment of rates by carriers would 
be an invitation to litigation, and a bur- 
den upon shippers, carriers, and the com- 
mission. 

The commission more than twenty 
years ago said that the railroads, in the 
performance of the duty imposed upon 
them of initiating rates, must exercise 
judgment and discretion by a like resort 
to existing facts, circumstances, and con- 
ditions in the first instance, just as the 
commission must later do when rates are 
brought in question before it.** The rate 
bureau procedure now attacked enables 
the carriers to do this very thing.” 


5 &- antitrust division in contending 
that rates should be made by the in- 
dividual carriers based upon individual 
needs—an argument, by the way, made 
by the Solicitor General fifty years ago 
in the Joint Traffic Case—overlooks the 
fact that the rates of an individual rail- 
road are but an integral part of what is 
becoming a national rate structure. The 
Declaration of National Transportation 
Policy in the Transportation Act of 1940, 
and particularly the amendments by that 
act to § 3 of the Interstate Commerce 
Act, dealing with discrimination between 
territories, shows that Congress now in- 
tends that the rate structure in this coun- 
try should be treated more from the 
standpoint of the needs of the nation as 
a whole, and less from the standpoint of 
the interests of one region or of an in- 
dividual carrier. 

The commission has recently said that 
the rate structure of this country is not 
a loose aggregation of separately estab- 
lished rates, but a single entity composed 
of related rates.*” It gave emphasis to this 
point in its recent decision in the Class 
Rate Case.** The rates which together 
make up a rate structure necessary to 
satisfy both the standards prescribed by 
law and the legitimate requirements of 
commerce are interrelated and interde- 
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pendent to an extent not generally ap- 
preciated by those who are not called 
upon to deal with them.” 

The commission as long ago as 1903 
first announced® the principle that in fix- 
ing rates the commission would have re- 
gard not altogether to any one particular 
railroad but to the entire situation, and 
would consider the effect of whatever 
order it might make upon all the rail- 
roads. This principle has been written 
into the act by an unbroken line of de- 
cisions,“ and Congress has many times 
amended the act without changing this 
interpretation. 


7 decisions, and now the act it- 
self, emphasize the duty of an in- 
dividual carrier in proposing rate changes 
to consider how those changes would 
compare with the rates of other carriers 
in the same and in other territories, and 
particularly with rates and rate relation- 
ships fixed by the commission, how they 
would affect rate relationships and ship- 
pers on other railroads and in other terri- 
tories, how they would affect the rate 
structure and consequently the revenues 
of the carriers as a whole, whether they 
would strengthen or weaken an adequate 
system of transportation. These matters 
cannot be intelligently or fairly deter- 
mined by one carrier acting in a vacuum. 
The commission has many times held 
that individual carriers in their own in- 
terests are not free to jeopardize the 
revenues of the carriers generally.™ The 
division seems utterly unable to sense the 
affirmative and constructive policy found 
in the Declaration of National Trans- 
portation Policy, which looks to the 
maintenance of an adequate system of 
transportation. The policy of regulation 
which the division would enforce is de- 
structive, and reckons not at all with the 
declared policy of Congress and with the 
principles of rate making developed by 
the commission through case law.® 
The division, while recognizing that 
rates should conform to the Interstate 
Commerce Act, sets up its own and a 
single standard of rate control, to be ef- 
fected through the enforcement of the 
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Antitrust Act: That rate shall be com- 
petitive. This standard is not found in 
the Interstate Commerce Act. The divi- 
sion apparently contemplates unre- 
strained and unbridled competition, 
something which the commission has op- 
posed for almost sixty years. It further 
contends that there is a zone of reason- 
ableness between a reasonable maximum 
and a reasonable minimum rate, and that 
within this zone the standard of the di- 
vision, and enforced by the division, shall 
control. 


Bz the Declaration of National 
Transportation Policy is specifical- 
ly directed, among other things, to the 
establishment not of competitive charges, 
but of “reasonable charges, without un- 
just discriminations, undue preferences, 
or unfair or destructive competitive 
practices.” This policy is to be adminis- 
tered by the commission, not the divi- 
sion. There will be times when carriers 
cannot obtain maximum rates, because of 
carrier or market competition, or other 
factors. But fundamentally the statutory 
standard of a reasonable maximum rate, 
not something less, protects the public 
interest and the carriers at the same time. 
If rates exceed reasonable maximum 
rates, the commission reduces them, as it 
has many thousands of times. 

The division complains because the 
railroads in the making of rates consider 
the interests of the railroads as a whole. 
The division here comes in sharp con- 
flict with the principles that the commis- 
sion has evolved over a period of sixty 
years in its administration of the act. 
The commission recently said :** 

While § 15a of the Interstate Commerce 
Act . . . is not now in the form in which 
it was originally enacted in the Transporta- 
tion Act, 1920, and no longer contains the 
provision for the recapture of excess earn- 
ings, it still clearly recognizes the principle 
that we must, in prescribing just and reason- 
able rates, consider the needs of the railroad 
transportation systems as a whole, by its 
insistence upon the “need, in the public in- 
terest, of adequate and efficient transporta- 
tion service” and the “need of revenues suffi- 
cient to enable the carriers, under honest, 
economical, and efficient management, to pro- 
vide such service.” As we found by practical 
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experience, long before there was any § 15a, 
“adequate and efficient transportation serv- 
ice” cannot be provided, and revenues suffi- 
cient for that purpose cannot be supplied, if 
attention be confined to the earnings of the 
best situated and most prosperous railroad 
companies. 


If this is a sound principle of rate mak- 
ing for the commission, it is a sound prin- 
ciple of rate making for the railroads to 
follow in the initiation of rates. 


we is the reason why the antitrust 
division, after a lapse of almost 
fifty years, now takes the position that 
the Antitrust Act applies to the rate- 
making procedures which the carriers 
have developed for the purpose of com- 
plying with the standards laid down in 
the Interstate Commerce Act? 

It is essentially a distrust of the regu- 
latory process and of the tribunal vested 
by Congress with the power and the duty 
to administer that process. An examina- 
tion of the addresses and statements 
made, and the books written, in the past 
few years by officers of the antitrust di- 
vision makes it clear that in the opinion 
of the division the Interstate Commerce 
Act has failed in its high purposes, and 
that the administration of the act by the 
commission has not protected the public 
interest.*5 The division seems to be un- 
able to recognize the difference between 
a regulated and an unregulated industry. 
It has never understood either the mean- 
ing of regulation, the regulatory proc- 
esses, or the purposes of regulation. 

The officers of the division have been 
prone to use the phrases, “excessive 
rates” and “discriminatory rates,” the 
implications being that the regulation by 
the commission has been ineffective and 
that such regulation has brought about 
the very violations of law which the act 
was intended to prohibit and prevent. 
They have not disclosed what standards 
they use in determining whether rates are 
“excessive” or “discriminatory.” 


HE Assistant Attorney General in 
charge of the antitrust division in 
a recent book* concedes, although rather 
grudgingly it seems to me, that through- 
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out its career the Interstate Commerce 
Commission has succeeded in the main 
in the purposes which it has intended to 
serve. But if this be so, why is not the 
antitrust division willing to let the com- 
mission continue to regulate carrier rates, 
applying to the rates the standards laid 
down in the Interstate Commerce Act, 
without insisting that regulation by the 
antitrust division shall be engrafted upon 
regulation by the commission ? 

The author says that investigations 
conducted by the Department of Justice 
indicate that more than 99 per cent of 
the railroad rates filed with the commis- 
sion become the “lawful rates” without 
any review by the commission. The con- 
clusion which the author would have his 
readers draw from this comparison is 
that the commission after all does not 
effectively regulate rates, that it passes 
upon less than 1 per cent of the rates, 
and that the public interest is without 
protection respecting the other 99 per 
cent, and that the division must there- 
fore step in and regulate this other 99 
per cent through the medium of the Anti- 
trust Act. 

The fallacies involved in this compu- 
tation, the errors in the conclusion which 
the division draws from it, have been 
pointed out by men of no less authority 
than the late Commissioner Eastman and 
Commissioner Aitchison.®” 

It is here sufficient to point out that the 
commission itself has said :** 

The rate structure of the country is. . . 
that which has come out of the many formal 
proceedings before us over a long period of 
years. 


Studies made by the railroads show 
that 80 per cent to 85 per cent of the 
tonnage moved in the United States 
moves on rates that are the same or less 
than those approved or fixed by the com- 
mission following extended hearings. 
The 310 volumes of the commission’s re- 
ports are filled with thousands of de- 
cisions fixing not only the level of rates 
—that is, decisions requiring reductions 
in rates—and fixing reasonable maximum 
rates, but requiring the elimination of 
discrimination and prejudice. 
NOV. 21, 1946 


HE commission many times in the 

past four decades has been called 
upon to consider and fix the level of the 
rate structure either in the nation as a 
whole or in particular territories.®* All 
these decisions show the extent to which 
the rate structure of the country has been 
subjected to a “continuous administra- 
tive supervision.” 

The antitrust division has, however, 
further evidenced in the most striking 
way its distrust of theadministration of the 
act by the commission. Under the Fed- 
eral statutes, suits to set aside orders 
entered by the commission must be 
brought against the United States. The 
division has sought through the powers 
it possesses of representing the United 
States in such suits to defeat many of 
these orders in the courts, by confessing 
error on the part of the commission, and 
thus to control the administrative dis- 
cretion of the commission on the facts 
in a particular case—a discretion vested 
by Congress in the commission and not 
in the division. Congress did not ap- 
point the Department of Justice to act 
as a board of review for orders of the 
commission. 

The extent to which Congress trusts 
regulation in other businesses affected 
with the public interest is shown by the 
statute subjecting the rates of telephone 
and telegraph companies to regulation by 
the Federal Communications Commis- 
sion. We have here a regulatory statute 
patterned after the Interstate Commerce 
Act, an act which blazed the trail in regu- 
latory legislation. 

It is not suggested that the Antitrust 
Act should be applied to these two com- 
munication industries. Think of the com- 
peting routes by telephone and telegraph 
that could be worked out between Chi- 
cago and New York city! The only dif- 
ference between the telephone and tele- 
graph companies on the one hand and the 
railroad companies on the other is that 
the long-distance telephone lines are all 
owned and operated by one corporation, 
as are the telegraph lines, while the rail 
lines are owned and operated by many 
different corporations. Yet as the late 
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Commissioner Eastman pointed out in 
the statement he made before the Senate 
Committee on Interstate Commerce in 
1943 :# 


The railroads of the country constitute a 
connected and interlacing system of lines 
over which freight cars of all ownership 
circulate freely, and a very great part of 
the traffic moves under joint rates in which 
at least two and often many separate rail- 
roads participate. The same is true, although 
in lesser degree, of the other carriers. It is 
also true that there is a great interdepend- 
ence between rates. Where there is more 
than one route between two points, as a prac- 
tical matter, the rates must ordinarily be 
the same over all the routes. Even in the 
case of rates from widely separated origins 
to a common market, a change in one of the 
rates may impel changes in all of them. 


F regulation can be trusted to protect 
the public interest in respect to tele- 
phone and telegraph rates, it can be 
trusted to do so in respect to carrier rates. 
The Federal Communications Com- 
mission in a recent decision® approved 
the merger of the Western Union and 
Postal Telegraph companies. That com- 
mission held that the merger was in the 
public interest and that it otherwise 
conformed to the amendment (§ 222) 
to the Federal Communications Act of 
1934, The commission said in part: 


It has long been recognized that, in many 
fields, competition normally provides assur- 
ance for the best service at the lowest pos- 
sible cost to the public. The history of the 
domestic telegraph industry, however, indi- 
cates that competition between Western 
Union and Postal has not had the expected 
and desired effects. Competitive practices 
have resulted in useless paralleling of facili- 
ties, duplication of operations, and wasteful 
expenditure of resources and man power. 
Such competition has, in a large measure, 
been responsible for the unsatisfactory 
financial condition in which both Postal and 
Western Union have found themselves dur- 
ing the course of the last decade or more. 


There are practical aspects of rate 
making that never seem to have been 
glimpsed or understood by the officials of 
the antitrust division. 

Railroads must have earnings suffi- 
cient to enable them to maintain a trans- 
portation system adequate to meet the 
needs of the commerce of the United 
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States, the postal service, and the national 
defense, the ultimate purposes set out in 
the National Transportation Policy. It is 
axiomatic that adequate earnings are de- 
pendent upon adequate rates, rates that 
reflect the cost of wages, the cost of ma- 
terials and supplies, and taxes, and a fair 
return. To say that the railroads collec- 
tively have no responsibility for estab- 
lishing rates which will conform to the 
standards laid down in the act and at the 
same time enable the railroads to carry 
out the policies of Congress, places upon 
the Interstate Commerce Commission an 
impossible burden. 


(——- declared it to be a part of 
the national transportation policy 
to “encourage fair wages and equitable 
working conditions.” 

It will take something more than rates 
which reflect the kind of competition 
which the division seeks, to enable the 
railroads to carry out this particular part 
of our transportation policy. Emergency 
boards appointed by the President under 
the Railway Labor Act to investigate rail- 
road wage disputes have recently pointed 
out that the railroad wage structure is 
essentially a national one, and that rail- 
road wage issues must be dealt with in 
national terms.“ A national wage struc- 
ture, bearing in mind that out of every 
dollar of revenue taken in by the rail- 
roads from 40 per cent to 45 per cent is 
paid out immediately in wages, requires 
a national rate structure. It further re- 
quires that each railroad in initiating 
rates shall give consideration to the ef- 
fect of proposed rate changes upon the 
national rate structure, and the ability of 
that structure to aid in carrying out the 
National Transportation Policy. 

You can understand the factors that 
really control the level of rates when I 
tell you that the railroads are this year 
paying out in wages about $1,500,000,000 
more than they would have paid out had 
the level of wages in 1940 continued in 
effect. Boards appointed pursuant to the 
provisions of the Railway Labor Act 
have on three different occasions since 
1940 approved substantial increases in 
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wages of railroad employees. In each of 
those cases the President of the United 
States approved increases over and above 
those awarded by the boards. Increases 
in the cost of materials and supplies since 
have amounted to about $500,000,- 

Thus the railroads in 1946 are con- 
fronted with increases of almost $2,- 
000,000,000 in their costs over and above 
the level of costs in effect in 1940. In the 
past few weeks the President signed the 
so-called Crosser Bill, providing for ad- 
ditional benefits to employees under the 
Railroad Social Security Act. This will 
cost the railroads an additional sum of 
$90,000,000 in payroll taxes in 1947. The 
railroads of the United States will pay to 
the Federal government in payroll taxes 
in 1947 the sum of $350,000,000. No pay- 
roll taxes were in effect in 1934. The fac- 
tor which has controlled in the past, con- 
trols today, and will control in the fu- 
ture the level of railroad rates, is not 
competition enforced by the antitrust di- 
vision, but the cost of operation. 


HURMAN ARNOLD in a statement 

made in 1943 before the Senate 
Committee on Interstate Commerce* 
said it was the business of the antitrust 
division to enforce the Antitrust Act 
to see if the division could not get this 
rate structure down. Mr. Arnold and 
his successors can get the rate structure 
down when they get the level of wages, 
the cost of materials and supplies, and 
taxes down, and not before. 

What would probably be the result if 
the division’s views were finally sus- 
tained and the railroads were subjected 
to regulation by the division through its 
power to enforce the Sherman Act? The 
division envisages indiscriminate rate 
cutting among the carriers, all leading to 
general reductions in rates. An examina- 
tion, however, of the results of opera- 
tions of the carriers in the last thirty 
years, and of the present level of their 
costs, and particularly the level of their 
wage rates, will show that the carriers 
are in no position to engage in such com- 
petitive rate cutting as the division seeks 
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to bring about. A living wage for the car- 
riers must reflect fundamentally their 
cost of service. It seems more likely, 
therefore, in view of the interdependency 
of rates, that with carriers denied the 
right to confer with other carriers and 
with shipper groups respecting changes 
in rates, the existing rates would be 
“frozen,” and that only those changes 
would be made in rates which were re- 
quired by the orders of the commission. 

The division, in short, would require 
the shippers of this country to file com- 
plaints with the commission in order to 
obtain changes in rates which can now 
be obtained under the existing rate bu- 
reau procedure. 

As Commissioner Aitchison recently 
said :* 

From the standpoint of administration the 
problem of the commission is greatly simpli- 
fied if the carriers which it regulates are 
permitted to organize so that they may be 
dealt with as units, rather than as wholly 
separated and individual entities. We have 
been informed by many of the state railroad 
and utilities commissions that this is also 
their experience. . . . The process of nego- 
tiation between carriers and shippers for 
rates or for services is greatly simplified if 
shippers may deal with the carriers collec- 
tively. Proper functioning of this process 
materially aids in the development of fair 
and equal rate adjustments, and thus les- 
sens the task of the regulating bodies. 


T is of the greatest significance that in 
I no other industry has the purchaser 
of a commodity so much to say regard- 
ing its price as the purchaser of trans- 
portation service. The means through 
which the purchaser expresses his views, 
and ascertains at the same time the views 
of his competitors respecting changes in 
freight rates, is the rate bureau. And the 
purchaser under rate bureau procedure is 
not required to submit his proposal to in- 
dividual railroads at different times and 
places. His proposal is submitted and 
considered at one time and place by all 
interested railroads and shippers. He al- 
ways retains, of course, the right to file 
a complaint with the commission. 

There is another aspect of this matter 
which I think deserves attention. It will 
not be contended that the division or the 
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courts have any power to fix freight 
rates. Indeed, the division is powerless 
to control the prices of commodities gen- 
erally. It may well be that the division 
can control trade practices, but the times 
show how powerless the division is to 
make any dent whatever upon prices. I 
am not criticizing the division for this; 
Iam only stating a fact. 

Compare the impotency of the divi- 
sion to deal effectively with prices and 
with profits with the power which the 
Interstate Commerce Commission pos- 
sesses. The commission fixes rates. 
Through its power to fix rates the com- 
mission controls profits. And if there is 
any doubt in the minds of any of you on 
this score, I refer you to the decisions of 
the commission, and particularly to its 
decisions in the General Rate cases in the 
last four decades in which it has had be- 
fore it the level of the rates of all rail- 
roads in the United States.* No one can 
examine these decisions and say that the 
commission is railroad minded, or that it 
has been indifferent to the public interest. 
It has sought to exercise its best judg- 
ment in applying the standards of rate 
making laid down in the act in cases of 
great complexity as well as importance. 
These cases illustrate the vast power 
which the commission exercises. 


‘re commission approved last June 
an increase in rail rates of about 
6 per cent. This is the first permanent in- 
crease in rates which the railroads have 
had since 1938. The question whether 
the railroads are reasonably entitled to a 
further increase is now pending before 
the commission. Compare this 6 per cent 
increase in rail rates, which the railroads 
believe to be inadequate—they have 
asked for a total increase averaging about 
20 per cent—with the increase in the 
toa levels generally in this country since 

But the commission has done more 
than fix rates and thus control profits. 
The commission through its administra- 
tion of the Interstate Commerce Act has 
lifted the whole level of business ethics in 
the field of transportation. It has placed 


the relations between carriers and ship- 
pers, and the relations between the car- 
riers themselves and their dealings with 
one another on a plane which, to borrow 
a phrase from Justice Cardozo,” “im- 
ports good order and moderation and a 
decent regard for the welfare of the 
group.” 

A large and extremely important seg- 
ment of our national economy, as a re- 
sult of the passage of the Interstate Com- 
merce Act and its administration by the 
commission, has been subjected to the 
rule of law. What may be said to be eco- 
nomic wrongs are prohibited, and reme- 
dies are provided for those wrongs. Eco- 
nomic rights are protected. Something 
can be said in the public interest for a 
system of regulation under which the 
lowliest: shipper on the Pennsylvania 
Railroad can hail that railroad before the 
commission at the price of a postage 
stamp and obtain a determination of the 
question whether the rates charged that 
shipper are unreasonable or discrimina- 
tory, and, if so, what would be lawful 
and nondiscriminatory rates which the 
Pennsylvania must charge in the future. 
The commission in its administration of 
the Interstate Commerce Act has made a 
real contribution to the supremacy of law 
and order in newer types of conflicts and 
controversies among men, 


W: do not have to speculate here on 
what form the control, operation, 
or ownership of carriers may take in the 
coming years. It is sufficient to say that 
in this era we are concerned with what 
form of control will best protect the pub- 
lic interest under private ownership 
and operation. This country is committed 
by tradition and by legislative policy, and 
by the whole texture and fiber of our na- 
tional life, to private ownership and op- 
eration of the carrier system of this coun- 
try, but subject to control and regulation 
by law. Regulation, under such circum- 
stances, is but the exemplification of the 
democratic way of life amid the com- 
plexities of the machine age. 

It is the task, therefore, of every in- 
dividual who has any concern or interest 
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in the free enterprise system to do his 
part in making regulation work. Regula- 
tion cannot possibly work when the re- 
sponsibility for regulation is divided. 
The carriers cannot serve two masters, 
one an agent of Congress, and the other 
an agent of the Executive, with widely 
divergent views respecting the principles 
which should govern the determination 
of rates. 

The public interest ought to and it ulti- 
mately will prevent any steps being taken 
which will interfere or thwart the regu- 
lation provided for in the Interstate Com- 
merce Act. No branch of the Executive 
department should be permitted to par- 
ticipate in the regulation of carriers in 
such a way as will mark or limit the ex- 
ercise by the commission of the powers 
entrusted to it by Congress, or substitute 
the judgment of the antitrust division for 
that of the commission as to how the com- 
mission’s powers should be exercised. 


F the division had consulted the ship- 
pers of the United States it would 
have found a unanimity of opinion on 
the question we are here considering. No 
shipper wants to transfer to the division 
any part whatever of the responsibility 
for regulating carrier rates."' The una- 
nimity of opinion on this point by the 
shippers of this country who pay the rates 
gives emphasis to the late Commissioner 
Eastman’s statement in 1943 before the 
Senate Committee on Interstate Com- 
merce :™ 
If the rate bureaus and the like had, over 
their long history, been the source of grave 
abuse which prejudiced seriously the interests 
of the shippers, you may be sure that long 
since there would have vegh an uprising, = 
that this situation would have been made 
clear to you by a heavy tide of complaints 
pouring into the commission and into the 
Congress of the United States. If there had 
been or is such a tide, it has somehow escaped 
my knowledge. I believe this hearing will 
demonstrate that such complaint as there is 
has its source not in the shippers of the 
country, but in the lawyers and economists 
of the Department of Justice. 


What we are now witnessing is a sharp 
controversy between an agency of Con- 
_ and an agen cy of the Executive. 

agency of Congress, entrusted with 


the duty of carrying out the National 
Transportation Policy and applying the 
Interstate Commerce Act, is now told by 
an agency of the Executive that its ap- 
proach to regulation is wrong, that it has 
failed in the effective administration of 
the act, and that the theories of regu- 
lation held by the agency of the Ex- 
ecutive should control the agency of 
Congress. Thus underlying this con- 
troversy is the question whether the com- 
mission is to continue as an independent 
tribunal, or whether its construction of 
the Interstate Commerce Act, and the 
procedure it has evolved in the adminis- 
tration of that act, should be subjected to 
the control of the antitrust division. 

What Professor Sharfman said many 
years ago in an article appearing in the 
Encyclopedia of Social Sciences® bears 
repeating today : 

In the face of these large responsibilities, 
however, it is of crucial importance that the 
commission with its administrative independ- 
ence be . . . maintained. Executive or 
legislative interference tends to substitute 
political power for informed and disin- 
terested judgment. 


HE commission is confronted with 
extremely difficult, complicated, and 
important tasks. It may be doubted 
whether any other Federal tribunal has 
tasks and responsibilities confronting it 
of the complexity of those which con- 
front the commission. No other Federal 
tribunal regulates a public servant per- 
forming such an infinite number and va- 
riety of services, for which there is such 
an infinite number of prices, as the com- 
mission. Each one of these prices may 
upon complaint or investigation be fixed 
by the commission, Consider, if you will, 
the public interest in a system of regula- 
tion which affords such protection to the 
public. 
What Chief Justice Hughes said six- 
teen years ago is even more true today :™ 
I suppose no agency of government has 
more complicated problems those which 
confront the Interstate Commerce Commis- 
sion, and no intelligent student can fail to 
realize that the success of this endeavor in a 
sphere of highest importance is to a very 
great extent the measure of our capacity for 
self-government. 
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The underlying problem confronting 
the commission, in the language of the 
congressional Declaration of National 
Transportation Policy, is the administra- 
tion and enforcement of the Interstate 
Commerce Act with a view of carrying 
out that declaration. This is the duty and 


responsibility of the commission and not 
of the antitrust division. The division 
ought not to make this difficult task more 
difficult by seeking to impose upon the 
commission its theories of carrier regula- 
tion and control. It is not in the public 
interest for it to do so. 
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serious harm to all interests, and particularly 
to shippers, who are concerned in an ade- 
quate transportation system capable of ren- 
dering economical and efficient service to the 
public under reasonable and nondiscrimina- 
tory rates,” 
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Public Utility Problems in the Air Industry 


By OSWALD RYAN 
VICE CHAIRMAN, CIVIL AERONAUTICS BOARD 


I N responding to the topic “Public Util- 
ity Problems in the Air Industry,” 
I should point out at the outset that, al- 
though the Civil Aeronautics Board ex- 
ercises the regulatory power over sev- 
eral phases of civil aeronautics, in its 
regulation of the common carriers of the 
air it is dealing with a public utility in- 
dustry. For the Civil Aeronautics Act 
not only declares the commercial air car- 
riers to be common carriers subject to 
the usual public service obligations, but 
it also prescribes substantially the same 
conventional pattern of regulation which 
has been developed for other public serv- 
ice industries. 

Thus, a certificate of public conven- 
ience and necessity is required as a con- 
dition to entrance into the air transport 
industry ; rates for passengers, property, 
and mail are subjected to the jurisdiction 
of the Civil Aeronautics Board ; acquisi- 
tions of control, mergers, consolidations, 
and other intercorporate relations are 
subject to board control ; the acts of the 
scheduled air carriers are regulated ; ade- 
quate and nondiscriminatory service is 
required; and unfair methods of com- 
petition are proscribed. 


uT there is one respect in which the 
Civil Aeronautics Act of 1938 may 

be said to differ from other regulatory 
acts: The Civil Aeronautics Act has a 
developmental as well as a regulatory 
purpose. The Civil Aeronautics Board is 
given responsibility for the encourage- 
ment and development of an air trans- 
portation system, both domestic and for- 
eign, that will be adapted to the needs of 
our commerce, our postal service, and 
our national defense. In this instance 
Congress was dealing with an infant in- 
dustry which was still in a pioneering 
stage, an industry declared to be of vital 
importance not only to commerce and the 
postal service but to the national secu- 
rity, and it was the purpose of Congress 


not only to insure to the public adequate 
transportation service at reasonable cost 
but also to stimulate the maximum devel- 
opment of civil aviation in the broader 
national interest. 

I might also add that the American air- 
line industry also is distinguishable from 
most public service industries which are 
subject to the regulation of a quasi judi- 
cial body. I refer to the territorial extent 
of its operations. The Interstate Com- 
merce Commission in its regulatory task 
sits with the rail and motor map of the 
United States before it; the Federal 
Power Commission in its regulatory 
function sits with the power and gas map 
of the country before it; but the United 
States air-line network, which is the sub- 
ject of the regulatory responsibility of 
the Civil Aeronautics Board, covers the 
map of the world. For our United States 
scheduled air lines operate not only into 
all American states, territories, and pos- 
sessions but extend also into practically 
every country of the Western Hemis- 
phere, including the islands of the Carib- 
bean; into most of the major countries 
and many of the smaller countries of 
Europe, Africa, Asia, and Australasia. 


HAVE spoken of the developmental or 

promotional responsibility of the 
board. This developmental function in 
the past has had a very large influence 
upon the regulatory policies of the board. 
The board’s primary concern in the past 
eight years has been the building up of a 
national network of domestic and inter- 
national scheduled air transportation. 
This promotional task will continue for 
some time to require the attention of the 
board, for air transportation is still a 
youthful industry which has not yet 
achieved its full potential of public serv- 
ice. 
Thus, air transportation must not only 
be extended to many new communities 
but, as further rate reduciions become 
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possible, it will be extended to many new 
segments of the traveling public and to 
new types of services in both the pas- 
sénger and the cargo fields. But while 
the board will have a continuing responsi- 
bility for enabling these new services to 
develop and prove their worth, as differ- 
ent areas of the industry come to occupy 
a more important place in the national 
economy, it will be increasingly con- 
cerned with its regulatory and super- 
visory responsibilities. 

Keeping in mind the subject which 
has been assigned me, I shall undertake 
to deal primarily with some of those 
regulatory policies and problems that 
have accompanied the development of 
new routes and services, both domestic 
and international. 

When the Civil Aeronautics Board was 
established in August, 1938, it took over 
in addition to our international system 
the regulation of an operating air trans- 
port system that had been built up under 
air-mail contracts which had been 
- awarded by the Post Office Department. 
That system consisted of three transcon- 
tinental air lines, all three of which op- 
erated from coast to coast; another line 
which linked the Pacific Northwest with 
the city of Chicago. The system also in- 
cluded a number of north-south lines and 
a number of large and small regional 
carriers. 

This was the national air transport 
system which existed when the Civil 
Aeronautics Board took over in 1938. 
Pursuant to a “grandfather” clause of 
the Civil Aeronautics Act, the board is- 
sued certificates of public convenience 
and necessity to all of these carriers on 
the basis of the fact that they had en- 
gaged in air transportation between May 
18 and June 23, 1938, and had complied 
with cértain other statutory standards. 


ow I want to call your attention to 

an important characteristic of this 
domestic air transport system which the 
Civil Aeronautics Board inherited in 
1938: Except for services between im- 
portant traffic centers such as Chicago 
and New York, it was essentially a non- 
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competitive route pattern. This was the 
fatural result of the Post Office contract 
system from which the air transport net- 
work of 1938 had derived. In the eight 
years which have passed since the board 
was established, this situation has been 
radically changed by the certification of 
new routes and services. In passing upon 
the applications for these new routes, the 
board has been confronted with a two- 
fold problem. First, it was necessary to 
supplement the preéxisting route system 
to bring air transportation to many com- 
munitiés that were without air service in 
1938. And, second, it was necessary to 
extend néw services to communities that 
already had air transportation—thus in- 
troducing a substantial element of com- 
petition that had not previously existed. 
As a result of all this there are today com- 
peting services between most of our im- 
portant centers of population. 

As of August 31, 1946, the board had 
certificated 79,734 miles of domestic 
routes ; 70,542 miles represent service by 
trunk-line carriers, and of this trunk-line 
mileage 39,267 miles or 56 per cent had 
been authorized by the “grandfather” 
certificates. 

In the development of the national air 
network, the board has acted in response 
to guiding standards prescribed by Con- 
gress. It has sought to develop an air 
transportation system adequate to the 
national needs. It has sought to assure 
adequate and nondiscriminatory service 
at reasonable charges. It has been under 
a mandate to recognize and preserve the 
inherent advantages of air transporta- 
tion, to maintain the highest attainable 
degree of safety, to foster sound eco- 
nomic conditions in the industry, and to 
provide for improved codrdination in the 
services offered. 


HE board’s first concern has nat- 

urally been to provide services 
which would stimulate the development 
of the full travel potential of our domes- 
tic and international markets. We have 
sought to build a national network which 
would not only be adequate for existing 
travel flows but would also facilitate the 


NOV. 21, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


development of potential communities of 
interest where economic intercourse has 
been hampered by distance, by geographi- 
cal barriers, or by the inadequacies of 
surface transportation. The board has 
sought to make air services direct and 
expeditious in order to exploit fully the 
benefits of speed and flexibility in opera- 
tions. Where the prospective traffic vol- 
ume justified it, its routes have been ex- 
tended to improve long-distance services, 
by providing one-carrier and one-plane 
services. Where the economic situation 
has not justified such extensions, the 
board has stood ready to promote inte- 
gration and codrdination in service by 
approving agreements for the interchange 
of equipment between connecting car- 
riers, thereby accomplishing one-plane 
service. 


The Role of Competition 


NOTHER major consideration before 
the board in the establishment of 
new routes and services has been the 
proper role of competition in the expan- 
sion of the national air pattern. This 
arises from the fact that the board is 
directed by the congressional act in its 
decisions to consider that competition 
will be in the public interest and in ac- 
cordance with public convenience and 
necessity to the extent that it may be 
necessary to assure the sound develop- 
ment of an air transportation system 
properly adapted to the needs of our com- 
merce, our postal service, and the na- 
tional defense. 

In the realm of private business enter- 
prise the traditional public policy in this 
country has sought the preservation of 
free and competitive enterprise. Com- 
petition has been regarded as an energiz- 
ing and vital force, stimulating new ideas 
and keeping open the door to progress. 
In the field of public service enterprise, 
on the other hand, public policy has fre- 
quently favored the doctrine of regu- 
lated monopoly. Thus, our public utili- 
ties—our waterworks, our electric power 
and gas utilities, our telephones and street 
railways—have generally been regarded 
as natural monopolies. This was so be- 


cause the inherent conditions under 
which those utilities operate generally 
make competition economically imprac- 
ticable and sometimes destructive. In the 
field of rail transportation the national 
policy has been since 1920 a policy of 
limited competition. 

The conditions which make public 
utility enterprise generally unsuitable for 
competition do not exist in the air trans- 
portation industry. The inherent char- 
acteristics of air transportation, especial- 
ly the relatively small amount of capital 
required in proportion to the volume of 
the service rendered and its relatively 
small fixed costs, make this industry pe- 
culiarly adapted to a competitive econ- 
omy. The validity of this conclusion is 
well documented in the experience of our 
domestic air lines. The competitive spirit 
here has been largely responsible for the 
most amazing air-line development to be 
found in any nation. Competition among 
the domestic air lines of the United States 
in the comparatively short period of their 
history has produced improved operating 
methods, better service, and a notable 
technical development. It is extremely 
doubtful whether these results could have 
been realized in the same degree under a 
policy of regulated monopoly. It is not 
surprising, therefore, that Congress, 
with this record of experience before it, 
should have expressly declared competi- 
tion in proper circumstances to be in the 
public interest. 


HE competition thus envisaged by 
the Civil Aeronautics Act, however, 
is not a destructive or uneconomic com- 
petition. The entire scheme of the act re- 
veals a dual purpose of Congress to safe- 
guard air transportation against the eco- 
nomic anarchism of unrestrained com- 
petition on the one hand and the deaden- 
ing effects of monopoly on the other. 
The Civil Aeronautics Board is directed 
to put into effect a policy of limited and 
controlled competition, and it must be 
governed by this policy in issuing au- 
thorizations for new air services. 
Now the Civil Aeronautics Act has not 
laid down any fixed rule or formula for 
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determining the exact extent of com- 
petition that may be required to accom- 
plish the statutory purpose. Any attempt 
to do that would have been impracticable. 
But while no convenient formula is avail- 
able, nevertheless certain general princi- 
ples may be regarded as useful guides to 
judgment in any particular case. 

Competition to be in the public interest 
must be an economic competition ; that is 
to say, there must be a sufficient traffic 
potential to support a competing carrier 
on any route or the competition will not 
be justified. There are certain exceptions 
to this principle. Considerations of na- 
tional policy affecting the national se- 
curity, for example, may in a particular 
case overcome the economic considera- 
tions and may justify the establishment 
of an air service which would not other- 
wise be supportable. Another situation 
would arise where the improvement of a 
long-haul service required the establish- 
ment of a single-compariy service and 
where competition necessarily resulted 
on a segment of the route involved. In 
such a case the competition would con- 
stitute an incidental result of the im- 
provement of a through service and 
would be authorized if no serious impair- 
ment of another air carrier were threat- 
ened. 


HE contention has been advanced at 

times that competition is not justi- 
fied under the Civil Aeronautics Act un- 
less it can be shown that the existing car- 
rier fails or refuses to furnish adequate 
service, or for some reason is unable to 
do so. This contention, however, mis- 
conceives the place which the require- 
ment of adequate service occupies in the 
statutory scheme, Throughout this statute 
runs the thread of two fundamental poli- 
cies—one directed to the achievement of 
regulatory control over the activities of 
the air lines, the other directed to the pro- 
motional purpose of accomplishing the 
maximum progress in an industry which 
is declared to be vitally important to the 
national interest. The first of these two 
policies seeks to protect the public users 
of the transportation service by requir- 
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ing, among other things, that adequate 
service shall be rendered. The promo- 
tional policy calls, however, for some- 
thing more than adequate service; it de- 
mands an incentive to pioneering and de- 
velopmental achievement. The Civil 
Aeronautics Act intends that that incen- 
tive shall be supplied by competition. It 
follows, therefore, that the existence of 
an adequate service on a particular route 
would not of itself constitute a bar to the 
authorization of a competing service, and 
the board has so held. 

The success of any sound policy of 
competition requires that the competition 
in so far as possible shall be a balanced 
competition. And while the accomplish- 
ment of a balanced competition among 
air carriers does not require that all car- 
riers shall be of equal size, it does imply 
that the carriers shall have an economic 
size and strength if they are to succeed 
in the competitive struggle. When the 
board embarked upon its work of ex- 
tending and developing the United States 
air-line network it soon discovered that 
there was a marked disparity in size and 
strength between our domestic air car- 
riers. It discovered that about 80 per cent 
of the business of carrying passengers, 
property, and mail was handled by four 
large air lines and that the remaining car- 
riers shared the remaining 20 per cent of 
the total business. This disparity was pri- 
marily due to the fact that the smaller air 
carriers were operating shorter routes or 
routes which did not have the traffic 
density enjoyed by the larger carriers. 


N°“: the small business unit in the 
air transportation industry, like 
the small business unit in most industries, 
operates under the burden of certain 
handicaps in competing with large busi- 
ness units. The smaller air carrier has 
less mileage over which to spread its 
overhead costs. It finds extremely diffi- 
cult the most efficient and economical 
utilization of its aircraft equipment. It 
frequently bears the burden of excessive 
financing costs. If we are to achieve a 
balanced competition in our air trans- 
portation, our air carriers should have 
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sufficient size and strength to enable them 
to obtain their needed capital on the most 
economical terms; they must be able to 
spread their overhead costs over an eco- 
nomical base ; they must be in a position 
to bargain for supplies and services on 
reasonably even terms with their com- 
petitors ; and they must be large enough 
to be able to make the most efficient and 
economical utilization of their equipment 
and personnel. 

It was such considerations as these 
that led the board, in its expansion policy, 
to give to the smaller carriers an oppor- 
tunity to increase their economic size and 
strength by granting them new routes 
whenever such grants were otherwise 
consistent with the standards of the Civil 
Aeronautics Act. Asa result of this policy 
the route mileage of the smaller carriers 
has been substantially increased since 
1938 and their economic condition has 
definitely improved. 


State Regulation 


ITALLY important among the factors 
that will affect the future of air com- 
merce within the United States will be 
the regulation pattern. Thus far the regu- 
lation, both economic and safety, of our 
common carriers of the air has been the 
function of the Federal government; 
there has been no significant exercise of 
state power. Recent proposals, however, 
contemplate the entrance of the states 
into the economic regulation of intrastate 
air commerce. It appears that plans are 
under way for the presentation of a uni- 
form state regulatory act to the legisla- 
tures of some 44 states which will meet 
during the coming year, and which would 
impose upon all intrastate and interstate 
air lines that may be engaged in intra- 
state commerce a comprehensive eco- 
nomic regulatory pattern similar to that 
now exercised by the Federal govern- 
ment. This proposed legislation is being 
sponsored by many state officials who, I 
firmly believe, are acting in the best of 
faith and are moved solely by the desire 
to advance and not to obstruct the fur- 
ther development of air transportation. 
We are here confronted with an issue 


which some of us believe to be one of 
grave implication to the future of air 
transportation in the United States: 
Whether air transportation in the future 
is to develop under the regulatory con- 
trol of the national government as in the 
past, or whether it is to be subjected to 
the multiple, and possibly conflicting, 
control of 48 regulatory bodies in addi- 
tion to the Federal agency. 

We cannot reach a sound answer to 
this problem without taking account of 
the inherently interstate and national 
character of air transportation rather 
than local character. Air transport is a 
long-distance transportation. The aver- 
age passenger trip by air in 1943 was 537 
miles in length, while the average pas- 
senger trip by rail was less than 50 miles 
in length. It is not without significance 
that today there is but one federally cer- 
tificated air line operating in this country 
whose operations are confined to a single 
state, and that line operates in the largest 
state of the Union—Texas—and it car- 
ries interstate as well as local traffic. Only 
in the past two years has there been any 
development of intrastate air transporta- 
tion, and it is still an open question 
whether the economics of this new meth- 
od of transport will permit the survival 
of purely local operations that do not in- 
volve the carriage of passengers and 
property moving in interstate commerce. 


poe the primary threat of state 
economic regulation lies in its poten- 
tial effect upon the national policy of 
regulated competition. I have already 
spoken of the rdle which competition 
plays in the expansion of our air trans- 
port system. If each of the 48 states is 
to exercise the right to grant certificates 
of public convenience and necessity to 
local intrastate air lines, many of which 
would be operating in competition with 
the intrastate segments of our interstate 
air lines, the result is likely to be the eco- 
nomic impairment of our air transport 
system and an obstruction to its future 
growth. 

This is no reflection upon the state 
agencies. The interstate and intrastate 
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activities. of an air line are so inter- 
mingled that uniformity of regulatory 
action is an absolute essential to a sound 
and orderly economic development, and 
such uniformity is not practicable under 
a system of multiple control. It is diffi- 
cult to see how the existing national pol- 
icy of balanced and controlled competi- 
tion could be preserved if 49 govern- 
ments instead of one undertook to regu- 
late that competition. Public regulation 
under such circumstances could become 
a crazy quilt of overlapping jurisdictions 
and inconsistent patterns which would 
destroy the carefully regulated competi- 
tive balance that has been built up under 
a uniform Federal policy. 

It is only in the case of the air line 
whose operations neither parallel and 
compete with the interstate carrier nor 
connect with the interstate carrier in 
such a way as to carry a substantial vol- 
ume of interstate commerce that the state 
authority could regulate through the is- 
suance or denial of certificates without 
the danger of seriously disrupting the 
national aviation program, It may be 
questioned whether many such local op- 
erations will exist. Many will doubtless 
be started, but few will survive in such a 
restricted area since the economics of the 
market for air transport services will 
normally require the local operator to ad- 
just his operations to a market which 
extends beyond the border of a single 
state. 


= illustration of the probable 
effect of imposing state economic 
regulation upon our scheduled air lines 
that carry intrastate as well as interstate 
commerce may be seen when we apply 
state control to the intrastate rates of our 
interstate air lines. Air carriers that op- 
erate across state lines, especially where 
their operations cross 10 or 20 states, as 
some now do, are not likely to be effec- 
tively regulated by the action of the many 
states through which they pass. The vari- 
ous state regulatory bodies in such a case 
are not likely ever to be in possession of 
all the facts with respect to the costs of a 
far-flung air line. Only an agency with 
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jurisdiction over the entire operations of 
such a carrier would be in a position effec- 
tively to determine the reasonableness of 
the over-all costs and the propriety of 
the cost allocations among the different 
classes of traffic. State regulation under 
such circumstances presents such com- 
plex problems that it is to be hoped that 
if the states do exert jurisdiction over air 
carriers they will at least exempt the in- 
terstate air lines from such multiple state 
control. 

Finally, there is the financial burden 
which compliance with multiple regula- 
tion would place upon our air carriers. 
In the years immediately ahead it will be 
necessary for air transportation to drive 
steadily and successfully toward lower 
cost levels if this new industry is to serve 
a mass transportation market and attain 
economic stability and security. In this 
respect, air transportation differs sig- 
nificantly from surface transportation, 
both rail and highway. There are differ- 
ences in the volume of operations ; differ- 
ences in the operating margins; the dif- 
ference in the proportion which local 
bears to interstate business; differences 
in the number of separate jurisdictions to 
which air carriers would be subject—all 
these combine to disprove any assumed 
analogy between air transportation and 
surface transportation as a support for 
the multiple regulation of air commerce. 


le amazing capacity for speed and its 
indifference to the barriers of land 
and water have enabled air transporta- 
tion to make the greatest contribution 
thus far made toward the conquest of 
time and space. Despite a notable past 
achievement, this three dimensional 
transportation now appears to stand at 
the threshold of its greatest opportunity. 
Whether that opportunity can be realized 
depends upon the favorable resolution of 
several factors, among which will be the 
public regulation pattern. For air trans- 
portation, like all other public service in- 
dustries, must operate within the frame- 
work of public policy, and whether it at- 
tains or fails to attain its full capacity 
for public service will hinge in large part 
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upon the soundness or unsoundness of 
that policy. And we must not forget that 
its ability to overcome the physical bar- 
riers of land and water gives no assur- 
ance of an ability to surmount political 
and economic barriers that may be un- 
wisely and unwittingly reared against its 
progress. 


The International Air Network 


s I indicated at the beginning, the 
Civil Aeronautics Board exercises 
regulatory power not only over the na- 
tional network which extends throughout 
the United States but also over a vast and 
far-flung American air transport system 
which reaches to our national territories 
and possessions; to the many countries 
of the Western Hemisphere, including 
the islands of the Caribbean ; and to many 
countries in Europe, Asia, Africa, and 
Australasia. As I said earlier, the board 
in its regulatory task sits with the map 
of the world before it. 

We have applied substantially the same 
principles to the development of our in- 
ternational air services as are applicable 
to the domestic network. When the 
board took over the regulation of civil 
aviation in 1938, our international serv- 
ices were conducted by a single com- 
pany, Pan American Airways, including 
its associate company, Pan American- 
Grace. In a series of international route 
cases, since decided, the board has sub- 
stantially extended the Pan American 
route system in Europe, Africa, and 
Asia. It has authorized two additional 
services across the North Atlantic, one 
of which serves a densely populated area 
of western Europe and the second of 
which is to serve southern Europe, north- 
ern Africa, the countries of the Middle 
East, and Asia. Another carrier has been 
certificated to operate the northern route 
over Alaska and the Aleutians to Japan 
and China; still another to operate be- 
tween California and the Hawaiian is- 
lands. And in the Latin American area 
new international routes have been 
granted to four of our domestic carriers, 
three to serve the Caribbean area and 
one to provide a competitive operation to 


South America. Thus American carrier 
competition has spread in the foreign 
field since 1938 until Pan American Air- 
ways today is without competition only 
in its service to Australasia and its serv- 
ice to South Africa. 


I“ cases authorizing the establishment 
of our international air lines (in 
which the President of the United States, 
in effect, sits as the sixth and most im- 
portant member of the board since his 
approval is necessary to all international 
new route decisions), the board is pre- 
sented with a problem which grows out 
of a fundamental principle of interna- 
tional air law. That is the doctrine which 
recognizes that every nation has control 
over the air space above its own territory 
and territorial waters, That doctrine of 
law requires that before any international 


decision of the Civil Aeronautics Board . 


can be carried out there must be secured 
from the foreign governments concerned 
the right to use their air space, to land in 
their countries for fueling or technical 
purposes, and the right to discharge or 
take on passengers and cargo. In the early 
days of our international air transport, 
our air carriers directly negotiated with 
foreign governments in securing such 
operating rights. Pan American Air- 
ways, for example, negotiated more than 
60 unilateral contracts with countries in 
Latin America, the Far East, and Eu- 
rope. The prevailing policy today, how- 
ever, has been to obtain the necessary for- 
eign rights through international agree- 
ments between the governments con- 
cerned. 

I now want to call your attention to 
functions of the Civil Aeronautics Board 
which are unique in the field of public 
utility regulation. I refer to the board’s 
statutory function of advising the Secre- 
tary of State in connection with interna- 
tional negotiations and the participation 
of board members in the negotiation of 
international air agreements and treaties. 
Here, the board members go beyond the 
accustomed quasi judicial and legislative 
functions to discharge a diplomatic task. 
Thus, in the negotiations with France, 
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Mexico, and Brazil, the board was repre- 
sented on the United States delegation 
by one of its members ; in the conference 
with Canada, the United States delega- 
tion contained two board members; sev- 
eral members participated in the recent 
negotiations with the Argentine and the 
Netherlands; and in the negotiations 
which resulted in the agreement between 
the United States and the United King- 
dom at Bermuda last February all mem- 
bers of the board served on the United 
States delegation. 


WANT to say a word about the posi- 

tion which the United States has 
maintained in discussions and negotia- 
tions with foreign governments for the 
accomplishment of international aviation 
agreements. The primary problem which 
has confronted us in these negotiations 
has grown out of two fundamentally dif- 
ferent philosophies which have been and 
to a large extent are held by the various 
countries. Nearly all of the countries 
with which we sought agreements adhere 
to a philosophy of restriction in their 
thinking about international air services. 
They feared the competitive power of the 
United States air lines, if allowed to op- 
erate without restriction, and they sought 
to safeguard their own air lines against 
that competition by insisting upon agree- 
ments which would limit the number of 
schedules and restrict the seating capac- 
ity of the international services ; and they 
sought thus to accomplish an equal divi- 
sion of the total traffic between the car- 
riers of the two countries involved in the 
agreement. In contrast to this policy of 
restriction, the United States has been 
the exponent of liberal expansion and 
has insisted that the air carriers be al- 
lowed to operate without the handicap of 
restrictive formulas. 

In the agreement between the United 
States and Great Britain reached at Ber- 
muda last February—which is probably 
the most important of the international 
agreements to which the United States is 
a party—this policy of liberalism pre- 
vailed over the philosophy of restriction. 
Instead of relying upon formulas to re- 
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strict the number of schedules operated 
or the amount of capacity offered, the 
Bermuda agreement substituted general 
principles of fair play to which the two 
parties pledged themselves to adhere in 
their international air services. 


ede Bermuda agreement has had 
a definite influence in advancing 
this policy of freedom subject to regula- 
tory principles as against the policy of 
restriction implemented by arbitrary 
formulas; but the issue between these 
two basic philosophies is by no means 
settled throughout the world, and the 
problem is still with us in negotiating 
with other countries. Thus, for example, 
the negotiations with Mexico at Mexico 
City a few months ago had to be sus- 
pended because of the inability of the two 
delegations to reach agreement upon this 
question. And a few weeks ago a simi- 
lar impasse occurred for the same rea- 
sons in the negotiations between the 
United States and the Argentine, forc- 
ing a suspension of the negotiations, But 
the United States continues to maintain 
its position, believing that the advance- 
ment of world aviation can only come if 
the air carriers of the different nations 
are left free to develop to the maximum 
the traffic potential. We have been suc- 
cessful in accomplishing some 21 inter- 
national agreements which are consistent 
with this principle. 

The underlying philosophy of our ap- 
proach, I think, is well stated in the agree- 
ment of Bermuda. That document de- 
clares “that the two governments desire 
to foster and encourage the widest possi- 
ble distribution of the benefits of air 
travel for the general good of mankind 

. and to stimulate international air 
travel as a means of promoting free un- 
derstanding and good will and insuring 
as well the many indirect benefits of air 
transportation to the common welfare of 
both countries.” It is a declaration which 
dedicates aviation not to the purposes of 
national politics or prestige, or economic 
imperialism, but to the principle of serv- 
ice to all mankind. It is the principle 
which sees the airplane, not as an instru- 
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ment of destruction, but as a messenger 
of commerce and peace, aiding the ex- 
change among free peoples of the prod- 
ucts of their toil and, what is more im- 
portant, promoting the exchange of 


travelers and the exchange of ideas, 
thereby paving the way to that under- 
standing among nations that is the in- 
dispensable condition to a permanent 
peace. 





Labor Disputes and Public Utilities 


By DONALD R. RICHBERG 
MEMBER OF THE BAR, ILLINOIS AND DISTRICT OF COLUMBIA 


T the risk of seeming pedantic and 
A perhaps old-fashioned, I shall take 
for my text an almost forgotten maxim, 
“Salus Populi Suprema Lex Est,” which 
I have always understood to mean that 
the welfare of the people is the supreme 
law. I also understand that this means 
the welfare of all the people, and that 
certainly in any democratic form of gov- 
ernment the welfare of a class of people 
should not be given precedence over the 
welfare of all the rest of the people. 

In protection of the general welfare it 
has been found necessary from time im- 
memorial either to prevent and destroy 
private monopolies or to subject them to 
careful and detailed regulation by the 
government. The right of a public utility 
to obtain a franchise or to operate has 
been maintained only on the basis of its 
acceptance and fulfillment of obligations 
of public service, which include obliga- 
tions to serve customers, without dis- 
crimination, at reasonable rates and in 
such a manner as to meet reasonable de- 
mands for service without avoidable in- 
terruptions of service, and not to aban- 
don an established service without rea- 
sonable cause. 


OR many years it has been assumed, 
F in this country at least, that the ob- 
ligations imposed on the owners and 
managers of public utilities and enforced 
by law were sufficient to protect the wel- 
fare of the people dependent upon such 
public utilities for services regarded as a 
daily necessity. It has been assumed that 
the employees of public utilities would 
not be responsible for interruptions of 
service, for preventing the utilities from 
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fulfilling their public obligations, or even 
for compelling increases in public utility 
rates by forcing the payment of increased 
wages by mass coercion and intimidation. 
In recent years, however, the public has 
learned that labor organizations, relying 
on special privileges and immunities 
granted them by law, are able and will- 
ing to paralyze public utility services 
through strikes conducted in flagrant 
disregard of civil liberties of other peo- 
ple, and with a practical contempt for 
public rights and the general welfare. 
There can be little question that the 
national and state governments within 
the fields of their respective jurisdictions 
can enact legislation restricting or wholly 
prohibiting labor unions from conduct- 
ing strikes against public utilities. A body 
of lawyers should not waste its time de- 
bating this issue. In an unanimous opin- 
ion of the Supreme Court written by the 
late Justice Brandeis, it is succinctly 
stated: “Neither the common law, nor 
the Fourteenth Amendment, confers the 
absolute right to strike.” (Dorchy v. 
Kansas, 272 US 306, 311.) In a dissent- 
ing opinion of Justice Brandeis, in which 
Justices Holmes and Clarke joined, there 
is a statement of minimum principles 
with which all sound lawyers will cer- 
tainly agree, which reads as follows: 


Because I have come to the conclusion that 
both the common law of a state and a statute 
of the United States declare the right of in- 
dustrial combatants to push their struggle 
to the limits of the justification of self-in- 
terest, I do not wish to be understood as 
attaching any constitutional or moral sanc- 
tion to that right. All rights are derived from 
the purposes of the society in which they 
exist; above all rights rises duty to the com- 
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munity, The conditions developed in indus- 
try exay be. anch that those engaged in it can- 
not continue their struggle without danger 
te the community. (Duplex Co, v. Deering, 
254 US 443, 488.) 


E are confronted not only with 

threats of more and worse strikes 
against public utilities, but also with a 
record of actual suffering and hardship 
which has been imposed on many large 
communities through strikes which have 
in the aggregate deprived millions of peo- 
ple of light, power, fuel, and transporta- 
tion essential to their well-being. The 
need for remedial legislation is plain. 
The questions which should be addressed 
to the legal profession are: What sort of 
legislation will be effective to prevent 
such strikes? This means: What proce- 
dures should be established by law for 
the peaceful and just settlement of labor 
disputes in public utilities ; and how can 
those who are unwilling to rely on such 
procedures be prevented from resorting 
to strikes to enforce their demands? 

It is not difficult to outline the proce- 
dures which should be established by law 
which would avoid the necessity or jus- 
tification for strikes which will interrupt 
public utility services. But those who ad- 
vocate such procedures must be able to 
overcome two varieties of opposition in 
order to obtain that strong public sup- 
port for the purposes and methods of a 
law which will make its enforcement 
practical and not unduly expensive or 
difficult. 

We need a Federal law and we need 
state laws of similar design to establish 
peaceful methods of settling labor dis- 
putes. The need for a Federal law is, 
however, paramount, because it will be 
necessary for the Congress to amend 
several Federal statutes which are large- 
ly responsible for the growth of labor or- 
ganizations endowed with economic and 
political powers so great, and left by law 
so free from legal responsibility, that 
they have been able to transform collec- 
tive bargaining into collective coercion 
and to make industrial warfare a more 
profitable enterprise for labor bosses than 
industrial codperation. 
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For this reason, I shall confine my pro- 
posals for the peaceful settlement of la- 
bor disputes and public utilities to the 
outline of Federal legislation. 


A a preliminary matter, consideration 
must be given to the extent of 
Federal jurisdiction. The present tend- 
ency of the Federal government to ex- 
tend its jurisdiction over many matters 
of purely local concern should be re- 
versed. The ancient principle of local 
self-government should be applied so far 
as practical. It is peculiarly troublesome 
in labor relations to have them affected 
by remote controls, whether they proceed 
from absentee managers, national labor 
unions, or the national government. 

Nevertheless, the existence of big 
business, big unions, and big problems 
must be recognized. The public interest 
in most important economic conflicts is 
not confined within state lines, and usual- 
ly only the power and authority of the 
Federal government can give adequate 
protection to the general welfare. I think 
a sound policy in this regard was defined 
at some length in the proposed Federal 
Industrial Relations Act (Hatch-Burton- 
Ball Bill, S 1171) which excluded from 
Federal jurisdiction “controversies that 
are predominantly of a local character or 
effect,” and excluded from the commerce 
subject to national control “such local 
handling or distribution of consumer 
goods or end products after termination 
of their interstate shipment or their im- 
portation as does not directly affect such 
commerce.” 

Also, let me suggest that a sound Fed- 
eral labor policy should exclude from 
Federal handling or interference all con- 
troversies which are being dealt with ef- 
fectively by local agencies, even though 
they may be within Federal jurisdiction. 

Without further discussion of this 
knotty question, let me turn to the legal 
processes which should be established by 
the Federal government for the peaceful 
settlement of labor disputes. 

We can lay aside for the moment the 
hotly debated issue of compulsory arbi- 
tration and consider only the need for 
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providing by law a machinery of nego- 
tiation, mediation, and voluntary arbitra- 
tion, and then requiring by law that all 
parties involved in industrial controver- 
sies make a reasonable effort to settle 
their differences through such peaceful, 
orderly means before beginning to make 
war on one another. The only weighty 
opposition to such a law comes from la- 
bor unions that object to any restraint 
whatsoever on their so-called “right to 
strike.” They oppose even the require- 
ment that striking be deferred until there 
has been a reasonable effort to settle 
through negotiation. 


Restricting Strikes 


HE arguments in favor of such an 

unrestricted right to strike are so 
weak practically and so unsound legally 
that they should have no influence on a 
government labor policy. As a practical 
matter there can be no assurance of in- 
dustrial peace and no maintenance of an 
orderly society without the enforcement 
of legal limitations on the right to strike. 
Any other government policy would 
mean a surrender to the anarchistic rule 
of private force. 

As a legal principle we must concede 
that it is the primary duty of a govern- 
ment to preserve domestic peace and 
good order. That duty requires a govern- 
ment to establish ways and means for the 
peaceful settlement of all the inevitable 
conflicts of interest which arise between 
citizens. That duty also requires the gov- 
ernment to make it a legal obligation of 
citizens to prosecute their interests 
through peaceful means and not through 
organizations of private force. There is 
no absolute, unqualified “right to strike” 
which has ever been recognized in the law 
of this or any other land. No such right 
could be recognized without transform- 
ing the field of government, wherein the 
public interest is sustained by public 
force, into a battlefield of warring tribes 
fighting with private forces to advance 
private interests. 

We must deal, however, with a much 
more difficult question of public policy, 
when we face the problem of labor dis- 


putes which have remained unsettled 
after a genuine effort to reach a nego- 
tiated settlement—disputes which threat- 
en stoppages of production that will im- 
pose serious hardship on substantial num- 
bers of innocent people. There is only 
one answer to this problem in a govern- 
ment labor policy that does not confess 
impotence to protect the public interest. 
That answer is that, under such circum- 
stances, industrial disputants who can- 
not agree upon the terms of their codp- 
eration, but whose continuous codpera- 
tion is essential to the general welfare, 
should be willing, and, if necessary, com- 
pelled, to accept the decision of their dis- 
pute by an impartial public tribunal. 


Compulsory Arbitration 


I’ you are one of those slogan-ruled 
persons who shudder and shrivel at 
the words “compulsory arbitration,” 
just relieve your tremors by advocating 
an “administration of justice under the 
law.” This is the sweet-sounding descrip- 
tion of that compulsory arbitration of 
disputes which has been accepted for 
centuries as essential to the maintenance 
of a civilized society. 

You and I may have a violent disagree- 
ment over whether you will sell me goods 
that I need urgently at a price that I can 
pay. But I am not permitted to organize 
a gang to compel you to sell to me, or to 
prevent you from selling to anyone else. 
If I have a contract right I can sue you. 
If there is competition I can deal with 
others. If you have a monopoly I can call 
upon the government to break it. But, 
even though my livelihood and every- 
thing dear to me depend upon getting you 
to agree with me, I cannot use force, in- 
timidation, and extortion as the means to 
save myself. 

A man and wife separate; and cus- 
tody of the children becomes the most 
precious and priceless desire in the world 
—far more important than any wage in- 
crease. But neither father nor mother 
is legally free to settle their dispute by 
force. They must submit to a compul- 
sory arbitration—the binding decision of 
a court. 
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An automobile knocks down a pedes- 
trian who may be crippled for life. But 
the law does not permit the injured man 
to collect damages with a gun, or to 
besiege the driver’s home and intimidate 
him into a settlement. There is a com- 
pulsory arbitration required by law 
through which one man may be com- 
pelled to pay, or another may be denied, 
compensation for a ruined life. 

If there were a law compelling the ar- 
bitration of all unsettled labor disputes 
and forbidding all strikes, that law would 
simply extend an essential process of 
civilization into the one remaining field 
of social conflict wherein men are now 
permitted to settle their differences by 
force and violence. 


B= it is not necessary to advocate 
such a law. We can tolerate eco- 
nomic battles and even physical violence 
within limited areas wherein losses and 
suffering will be confined largely to the 
fighters, and little public discomfort or 
hardship will result. We need not strain 
ourselves in an effort to become wholly 
civilized, all at once. 

Sometimes it seems that there are sev- 
eral million persons in the United States 
today who only wear the clothes of civi- 
lization and try to talk its language, but 
who, underneath, have the brutish de- 
sires and low selfishness of their savage 
ancestors. When such persons come in 
conflict it may not be altogether wrong 
to let them slug it out, so long as they 
don’t disturb or harass their innocent 
neighbors. It is always difficult to enforce 
any law designed to require men and 
women to behave better than they are 
willing to behave. 

It is, however, practical to require by 
law that all persons conform to the mini- 
mum standards of good conduct which a 
strong majority opinion approves. And 
so I believe it is practical now to enact 
laws which will require the peaceful set- 
tlement of all economic conflicts which 
ought to be speedily decided in order to 
avoid serious injury to the public. 

It should be generally agreed that, 
where voluntary agreements cannot be 
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reached, and unsettled labor disputes in 
public utilities threaten a serious stop- 
page of an essential service, the parties 
should be required by law to submit their 
controversy to the binding decision of 
an impartial public tribunal. There 
should be little objection from the man- 
agers and owners of public utilities, since 
their rates, services, and accounting are 
regulated by law and they are not at lib- 
erty to abandon their public obligations. 
There can be no sound objection from 
employees who are intelligent enough to 
understand that when they rely upon a 
public utility for their livelihood the pub- 
lic has a right to rely upon them to make ° 
every reasonable effort to maintain con- 
tinuous service. 


HERE is no involuntary servitude 

which would result from denying 
men a right to strike. Each employee is 
at liberty as an individual to quit his job. 
He cannot be compelled to work against 
his will. A strike is the concerted action 
of employees who do not intend, or wish, 
to leave their employment, but who are 
seeking to compel the employer to con- 
tinue their employment upon what they 
regard as more advantageous terms. 
When the employer is practically the 
agent of the public, authorized by gov- 
ernment to render a public service, a con- 
certed effort to compel him to yield to 
private demands is almost exactly on a 
par with a strike of government em- 
ployees against their government. 

The principle that public employees 
shall not be permitted to strike against 
their government is already written into 
Federal law, and has had, except in the 
ranks of radical trouble makers, general 
acceptance. Yet it should be obvious that 
a strike of the employees of the Depart- 
ment of Commerce or the Interior De- 
partment would be unlikely to do any 
such harm to public interests as a strike, 
for example, of the employees of a single 
electric power and light company. 
strike against a public utility should be 
treated not only as a strike against the 
public, but also as a strike against the 
government. 
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However, new Federal legislation must 
go far beyond a law merely applicable to 
the employees of public utilities. It has 
been the evil result of Federal labor law 
to endow all labor organizations with ex- 
traordinary powers and freedoms which 
have been flagrantly abused. These spe- 
cial privileges must be curtailed and pub- 
lic responsibilities must be imposed upon 
and accepted by labor unions before there 
can.be any prospect of industrial peace. 
But we can hardly expect that the em- 
ployees of public utilities will accept and 
fulfill their public obligations so long as 
the workers in other fields of private in- 
dustry are left entirely free from any 
legal obligations or restraints upon the 
use of their coercive powers to advance 
their selfish interests, regardless of the 
public interest. 


oe amendments that are 
urgently needed to several Federal 
laws could not be properly, even if con- 
stitutionally, made applicable only to one 
class of workers. The need to amend the 
Wagner Act is clear. The favoritism of 
labor organizations written into the Wag- 
ner Act had little justification, and has 
wrought infinite harm in labor relations. 
Consider, for example, the legal require- 
ment that employers must bargain collec- 
tively, and the deliberate omission of any 
corresponding requirement that their em- 
ployees should also bargain collectively. 
Such rank partiality in a law must be ab- 
horrent to anyone with the slightest sense 
of fair play. The vicious result of this 
partiality is known to all. Employers 
have been compelled to attempt to bar- 
gain with labor unions that strike with- 
out notice or, by arbitrary, unyielding de- 
mands, have made a farce of bargaining. 

The labor unions were entitled to pro- 
tection from unfair labor practices by 
employers, which would inevitably lead 
to injustice and disorder if the wage 
earners could only obtain relief through 
militant action. But any law, such as the 
Wagner Act, for the ostensible purpose 
of promoting industrial peace and col- 
lective bargaining should have protected 
employers at the same time against no- 


toriously unfair practices of labor and 
should have left employers as free as 
their employees to exercise their civil 
liberties. It should have imposed an equal 
duty upon the labor unions as well as 
upon the employers to bargain collec- 
tively. 

The one-sided Wagner Act, by in- 
vesting labor organizations with legal aid 
in the coercion of employers and by tying 
the hands of employers with legal pro- 
hibitions and indefinite penalties, has had 
the effect of encouraging labor unions to 
substitute collective coercion for collec- 
tive bargaining. If they were weak, they 
could utilize strikes, demagogic demands, 
and legal proceedings against employers 
as the means to organize and to compel 
consideration of unreasonable demands. 
If they were strong, they were under no 
obligation to bargain or to give due con- 
sideration to public or private interests. 
They could simply strike without notice 
and in large numbers, even for petty 
causes, and they were apparently sup- 
ported in such conduct by the law and 
its administrators. 

There are those who would simply re- 
peal the Wagner Act on the ground that 
labor no longer needs its protections, But 
a sound government policy should sup- 
port the amendment of the act to pro- 
tect employers against the host of unfair 
practices indulged in by labor unions and 
to protect labor unions from any revival 
of unfair practices which have been util- 
ized by employers in the past. 


Legalized Labor Monopolies 


Be dee wholesale exemption of labor 
unions from the prohibitions and 
penalties of the antitrust laws has cre- 
ated a legalized monopoly power, which, 
if unchecked, will make the maintenance 
of a free economy impossible. Labor or- 
ganizations should have no more im- 
munity than business organizations from 
prohibitions of monopolistic practices and 
controls. There should be a definite ex- 
emption of both management organiza- 
tions and labor organizations from any 
denial in the antitrust laws of a right to 
codperate and to make agreements where 
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the public interest is served and not 
harmed, even though these agreements 
may have some influence upon prices and 
production and be technically construed 
as monopolistic. 

Of course the fixing of standardized 
wages on a large scale definitely affects 
prices far more than some business agree- 
ments which have been prohibited as be- 
ing in restraint of trade. Nevertheless, 
the freedom of organized labor to bar- 
gain for wages should be preserved. In 
the same way, the establishment of con- 
ditions of employment, particularly those 
involving the amount and character of 
work done, has a monopolistic tendency. 
Nevertheless labor organizations must be 
free to bargain and to make agreements 
covering such matters to the extent neces- 
sary to protect the legitimate interests of 
their members. 

But when labor organizations go be- 
yond bargaining for wages and working 
conditions in a competitive industrial 
system, and undertake to establish abso- 
lute controls over wages, and thereby 
over prices and production, they begin 


the exercise of monopolistic powers, 
which, if unrestrained, must destroy a 
free economy. 


The Closed Shop 


TS control of a labor supply through 
a closed shop, covering not merely 
individual plants but an entire industry, 
means the creation of an intolerable mo- 
nopoly power. This might be partly modi- 
fied by the requirement, which recently 
had judicial sanction, that a closed shop 
can only be maintained by an open union ; 
that is, one open to all employees or 
would-be employees on like terms. But 
even when so qualified, there is a grave 
menace to public interests in permitting 
any organization to obtain and exercise 
such a complete control over the labor 
supply as to make possible an absolute 
dictation to employers and a resulting 
monopolistic control over the production 
and pricing of goods and services. 

It is doubtful whether a sound govern- 
ment labor policy can accept the legality 
of closed shop agreements applicable to 
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an entire industry. We have seen far too 
often how this power can be abused and 
used as a means of preventing the gov- 
ernment from giving necessary protec- 
tion to vital public interests. 

It is, moreover, hardly debatable that 
those monopoly devices of labor organ- 
izations, whereby business competition is 
completely eliminated in geographical 
areas or industrial fields, such as the elec- 
trical workers’ agreements which closed 
the New York markets to outside em- 
ployers, cannot be tolerated. Such arbi- 
trary restraints of trade are so plainly 
contrary to the public interest that the 
legislative branch of the government 
should speedily follow the recent sugges- 
tion of the Supreme Court (Allen Brad- 
ley Co. v. Local Union No. 3, 89 L ed 
1441) and bring all such business mo- 
nopolies, established under cover of trade 
union agreements, within the prohibi- 
tions of the antitrust laws. 


Judicial Powers of Law Enforcement 


N connection with these checks upon 
abuses of power by labor organiza- 
tions, it should also be a government 
policy to apply to labor organizations all 
the processes of law enforcement that 
are used against other lawbreakers. Spe- 
cifically, it should be made clear by law 
that, even though restraints on the in- 
junctive powers of the Federal courts 
may be found desirable in private litiga- 
tions, the government does not deprive 
itself of the ability to invoke all the 
equitable and criminal powers of the 
Federal courts for the enforcement of 
the Federal laws. 

It should be apparent, from what I 
have said about revisions of the Wagner 
Act, the antitrust laws, the closed shop, 
and judicial powers of law enforcement, 
that we cannot seek to provide adequate 
means for the peaceful settlement of la- 
bor disputes in public utilities without at 
the same time revising our labor law in 
its application to all industries so as to 
establish new principles and policies af- 
fecting the powers and responsibilities 
of all labor unions. 

It is not necessary and it may not be 
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desirable to require the compulsory ar- 
bitration of all unsettled disputes, even 
including those which threaten to result 
in strikes which will do a great deal of 
harm to a large number of innocent peo- 
ple. On the other hand, we should realize, 
first, that there are many industries in 
which continuous production and distri- 
bution are as essential to the general wel- 
fare as the continuous rendering of pub- 
lic utility services. For example, the 
stoppage of food supplies through stop- 
page of production or transportation may 
cause incalculable suffering. Private 
transportation may bring products direct- 
ly to the markets or bring them to the 
railroads and from the railroads to the 
markets, A paralysis of such transporta- 
tion will have the same effect as a paraly- 
sis of railroad transportation. 


Lso, we should realize that the utili- 
ties themselves are dependent fre- 
quently upon private industries for es- 
sential supplies. This was vividly illus- 
trated when the coal strike threatened 
and brought about a shutdown of electric 
plants depending on coal for fuel. 

We cannot isolate the problem of main- 
taining the continuous operation of pub- 
lic utilities from the problem of main- 
taining the continuous operation of other 
essential industries. But perhaps it is 
easier to explain the needs of the public 
for public utility service and also the pub- 
lic responsibilities which should be ac- 
cepted by public utility employees as well 
as by owners and managers. 

Lawyers representing all concerned— 
the labor unions, the employers, and the 
government—would render valuable aid 
in the solution of the problems of labor 
relations if they would face squarely the 
need of, first, providing a machinery for 
the prompt and just settlement of labor 
disputes by voluntary action, and, then, 
the machinery for compulsory arbitra- 
tion of unsettled disputes of any public 
consequence. They would find ample 
precedents for the establishment of im- 
partial tribunals in the age-old develop- 
ment of the present varied procedures for 
the administration of justice. They would 


also find a fertile field for research, hard 
thinking, and ingenuity in trying to es- 
tablish standards of economic justice 
which could be applied in industrial ar- 
bitrations so as to avoid the uncertainties 
and injustices of judgments arrived at 
largely “by guess and by gosh.” 

However, arbitrators of labor disputes 
should rely mainly on standards of wages 
and working conditions created by free 
negotiation and voluntary agreements. 
If compulsory arbitration were the rule, 
rather than the exception, it would be in- 
evitable that rather arbitrary govern- 
mental standards or political standards 
would be employed. 

But, if genuine collective bargaining 
is established as the rule in industry, and 
both management and labor remain free 
and competitive, one may be sure that 
the major part of industrial disputes will 
be determined by agreements. Then, 
what might be called “prevailing stand- 
ards” would be available for the aid of 
public arbitrators in a limited number of 
compulsory arbitrations. It would, how- 
ever, help not only in public arbitrations, 
but in the negotiation of agreements be- 
tween employers and employees, if we 
were able to see more clearly, and to have 
more general agreement upon, the princi- 
ples which should determine a fair wage 
and reasonable working conditions. 


BB is not the time and place for the 
exploration of that vast field of 
political economy. The lawyers of the na- 
tion may well devote their primary at- 
tention to reéstablishing the validity of 
the ancient maxim to which I referred 
in the beginning of this talk. The welfare 
of the people demands an end to indus- 
trial warfare as the means of settling dif- 
ferences and conflicts of interest between 
employers and employees. Lawyers 
should know better than any other body 
of citizens that the way to establish do- 
mestic peace and good order is to estab- 
lish peaceful procedures for the settle- 
ment of private disputes and then to re- 
quire all citizens to utilize those proce- 
dures and to stifle any impulses to resort 
to the barbaric method of settling their 
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differences of opinion with a club. 

Of course, lawyers will differ indefi- 
nitely as to the details of a Federal law 
which would provide a workable ma- 
chinery for the voluntary adjustment of 
those labor disputes which should come 
within Federal jurisdiction, But, if the 
principles which I have been seeking to 
outline were once accepted, there would 
be comparatively little difficulty in draft- 
ing a reasonable and practical law. I am 
convinced from a rather long experience 
that the present obstacles to such a law 
arise not so much from deep-seated dif- 


ferences over methods as from a deep- 
seated secretive opposition in many 
places to a principle which cannot be 
openly repudiated. That is the principle 
that both employers and employees en- 
gaged in industries upon which the pub- 
lic welfare depends should accept and 
fulfill legal obligations to maintain the 
continuous production of goods and serv- 
ices, even at the sacrifice of a little of 
self-interest—or, may I say, even at the 
sacrifice of a small amount of the sacred 
freedom of an American citizen to make 
a private gain out of a public loss. 





Nourishing Free Enterprise 


<4 nny enterprise business will need additional capital in 

great amounts provided it gets itself sufficiently free of 
political interference and labor disputes to bend all its energies 
to its own job of meeting the nation’s abnormally piled-up de- 
mand for goods and services. We think this assumption may 
safely be made. Hangover emergency controls are disintegrat- 
ing and are being progressively surrendered. Wage disputes, 
present and prospective, are a more serious matter. But such 
controversies always have been adjusted in some workable 
fashion. Making due allowance for the newly acquired power 
of organized labor, it is reasonable to expect that industries 
will find their way out of them again. 

“It remains to ask where the needed billions of capital are to 
be found. Production is, of course, the source from which the 
stream of new capital rises. The National Industrial Conference 
Board reports a decline in aggregate corporation profits during 
the first half of 1946 as compared with 1945. Where profits in- 
creased, they did so because of lower taxes, greater production 
and sales, and rising efficiency. ... 

“Smaller business profits mean smaller individual incomes for 
the higher income groups, where the bulk of savings—the crea- 
tion of new capital—is customarily effected. So declining profits 
shrink the stream of new capital in two ways, by reducing the 
retained profits of firms and corporations and narrowing the 
margin of individual savings. 

. And here our argument reaches its point, which is that 
it will be necessar for the government to retire from the capital 
market if the needs of prwate business are to be satisfied without 
a second and more corrupting recourse to credit inflation. 

“Not only should the government cease its demands for capi- 
tal, to be used largely in economically unproductive ways; it 
should also retire tts debt from the commercial banks, leaving 
them ... more capable of financing expanded production.” 

—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Vorume 65 PUR(NS) 


PREPRINTS 
OF CASES TO APPEAR IN 


Public Cnlitres 
Reports 


COMPRISING THE MORE IMPORTANT DECISIONS, ORDERS, AND 
RECOMMENDATIONS OF COURTS AND COMMISSIONS 





Boston Consol. Gas Co., Re 

Cambridge Electric Light Co., Re 

Clifford, Re 

Hope Nat, Gas Co., Re 

Lockport, Re 

Lycoming Teleph. Co., Re 

Park Falls, Re 

SUN SE: Gig UONNE Wy nc cneicwccnccde tases dccuduupist venaeoneceel (Wis) 
Womelsdorf, Re 


Accounting—grouping of gas lines, 137. 
Consolidation, merger, and sale—widely separated telephone utilities, 129. 
Municipal plants—inspection of sellers’ books upon municipal acquisiti&n, 135. 


Rates—amendment of gas rate contract, 142; company practices under fuel clause, 142; effect 
of Price Control Act, 142; flat minimum water rates, 140; fuel charges of gas company, 142; 
jurisdiction of Gormmission, 142; retroactive orders, 142; right to file new schedule, 142. 


Reparation—Cornmission power, 142; remedy for overcharge, 142. 


Security issues—fintancing of utility purchase, 129; overcapitalization, 129; financing plant re- 
placement, 158. 


Service—duty to extend service, 138 ; rate factor, 129. 
Water—diversion for hydroelectric project, 156. 
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RE LYCOMING TELEPHONE CoO. 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Lycoming Telephone Company et al. 


Application Docket No. 66585, Folders 1, 2, and 3 and 
Securities Certificate 525 


September 17, 1946 


Pirro sage by telephone company for right to render tele- 

phone service in a new area and for approval of the 

transfer of all property and rights of company which formerly 
served that area; approved. 


Security issues, § 87 — Financing of utility purchase — Overcapitalization. 


1, The issuance of stock to effect a utility consolidation is not warranted 
where it would result in overcapitalization of the merging company, p. 132. 


Consolidation, merger, and sale, § 18 — Widely separated telephone utilities — 


Improvement in service. 


2. Commission approval may be given to the consolidation of telephone 
utilities, even though they cannot be physically integrated into one system 
and are serving territories and subscribers that obviously do not have a 
community of interest, where an immediate and substantial improvement in 
service will result from such consolidation, p. 132. 
Service, § 117 — Commission duty — Subordination of rate consideration. 

3. Real or potential impediments to the fixing of fair rates for service must 
not be allowed to prevent the public from getting the service, since of the 


two Commission duties, to compel adequate service and to see that utility 
rates are fair and reasonable, the service consideration is of paramount 


importance, p. 133. 


Consolidation, merger, and sale, § 19 — Public benefit. 
Discussion of the general rule that where no foreseeable substantial benefit 
would accrue to the public from a consolidation of widely separated utilities, 
Commission approval should be withheld, p. 132. 


By the Commission: Lycoming 
Telephone Company (Lycoming), 
which furnishes telephone service to 
the public in parts of Lycoming coun- 
ty, proposes to acquire all the property 
and franchises of Berks and Lehigh 
Telephone & Telegraph Company 
(Berks-Lehigh), which operates in 
three townships in Berks and Lehigh 
counties. Approval of the transfer of 


[9] 129 


the property and franchises, and of 
the abandonment of service by Berks- 
Lehigh, is sought at A.66585, Folder 
3. So that its charter territory may 
include the territory now served by 
Berks-Lehigh, Lycoming proposes to 
amend its charter so as to include in 
its charter territory the portions of 
the townships of Albany and Green- 
wich, Berks county, and the portion of 


65 PUR(NS) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


the township of Lynn, Lehigh coun- 
ty, enclosed by the heavy, solid white 
line on Exhibit A to the amendment 
to A.66585, Folder 1, being an appli- 
cation of Lycoming for approval of 
said amendment to its charter. Ap- 
proval of the beginning by Lycoming 
of the exercise of the right to furnish 
telephone service in said townships in 
Berks and Lehigh counties is asked at 
A.66585, Folder 2. At S. C. 525 we 
are asked to register a securities certif- 
icate of Lycoming with respect to the 
issuance of $4,000 par value of com- 
mon capital stock to provide funds for 
payment for the property and fran- 
chises of Berks-Lehigh. 

The reasons for the transfer of the 
property and franchises of Berks-Le- 
high to Lycoming are given in A.- 
66585, Folder 3, as follows: 

18. That the proposed transfer will 
not adversely affect the public utility 
telephone service now conducted by 
transferor in the area throughout 
which it has a franchise to operate, and 
will, in fact, after transferee has ex- 
pended moneys for improvements 
which is its intention to do, materially 
improve the service over that given by 
the transferor, which fact should be 
to the benefit of the public served in 
the area affected. 

19. That the transfer will not affect 
the rates of service to the customers 
to be transferred. 


21. The reasons for the proposed 
transfer are that the officers, directors, 
and stockholders of the transferor 
company wish to terminate the opera- 
tion of this company and wish to sell 
their interest therein, and the trans- 
feree wishes to acquire the transfer- 
or’s assets, lines, and system to add 
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to that of its own and feels that it can 
materially benefit the subscribers in 
any territory by its expansion, and 
for the reason that the transferee feels 
that it can materially improve the con- 
dition in transferor’s territory with 
resultant benefit to the consumers 
served in that area. 

No protest against approval of the 
transfer or of the matters collateral 
thereto was entered at the hearing in 
Reading or otherwise. 


Lycoming was incorporated on 
March 29, 1945. On or about that 
date it acquired, with our approval 
given by orders dated March 26, 1945, 
the properties of Ralston Telephone 
and Telegraph Company and Henry 
L. Winton. It presently furnishes 
telephone service to the public in parts 
of Lycoming county, including the 
townships of Plunketts Creek, Eldred, 
Upper Fairfield, Hepburn, Loyalsock, 
Fairfield, Lewis McIntyre, Cascade, 
and Gamble. It has about 455 sub- 
scribers. It is controlled, through 
majority stock ownership, by Ralph 
M. Hyle, Long Island City,’ N. Y., 
whose brother, Lewis C. Hyle, Trout 
Run, Pa., also has a substantial stock 
interest. Ralph M. Hyle is president 
of the company, and Lewis C. Hyle 
is treasurer and manager. 

Berks-Lehigh, as we have said, fur- 
nishes telephone service in parts of the 
townships of Albany and Greenwich, 
Berks county, and in part of the town- 
ship of Lynn, Lehigh county. It has 
about 172 subscribers. 

The territories of the two com- 
panies, at their closest approach to 
each other, are about 115 air-line 
miles apart. Because of this, and be- 
cause there is no community of in- 
terest between the subscribers of the 
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two systems, the construction of a 
line to connect them, it was testified, 
would be uneconomical and unfeasible. 
The Berks-Lehigh system would be 
integrated with the Lycoming system 
by “management and supervision.” 
The manager of Lycoming, Lewis C. 
Hyle, plans on being in the Berks-Le- 
high territory a minimum of one week 
every month, and when he is not there 
he will have somebody there to “main- 
tain and operate” the Berks-Lehigh 
property. Ownership and operation 
of the two systems by Lycoming, Mr. 
Hyle testified, will result in “a gen- 
eral improvement in service,” to the 
benefit of the subscribers of both sys- 
tems, for “They will benefit from the 
experience (sic) of labor and material 
purchases.” No estimate was submit- 
ted of the amount of such annual op- 
erating economies expected. 

As a matter of fact, Lycoming has 
been managing the Berks-Lehigh sys- 
tem since September 30, 1945. The 
apparent reason for this is explained as 
follows by Mr. Hyle: 


Q. Mr. Hyle, what do you have to 
say with respect to the officials of the 
Berks and Lehigh Telephone and Tele- 
graph Company before the Lycoming 
Telephone Company commenced to 
operate this system and what do you 
have to say with respect to the neces- 
sity for this acquisition in order to 
protect the subscribers? 

A. Well, originally, they were busi- 
ness people who organized the tele- 
phone system for their own advantage. 
They were not telephone people. They 
preferred to operate their own business 
in preference to the telephone business. 
Their difficulties came when their 
maintenance men left. The place 
where they had their switchboard 
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equipment was taken away from them. 
They failed to operate. We secured 
a new place and furnished a central 
office operation. 

Q. When those conditions arose, 
what happened to the company? 
When the switchboard operator left, 
what was the condition of the com- 
pany? What would have been the con- 
dition of the company imminently? 

A. It all depends upon what they 
would have been able todo. Undoubt- 
edly someone would have to take over 
in order to keep it going. 

Under Lycoming’s management, 
Mr. Hyle further testified, “The serv- 
ices (of Berks-Lehigh) have been 
placed in a new exchange building. 
Pole and line replacements have al- 
ready been made. General recon- 
struction will take place and the type 
of service will be changed.” The cost 
of the changes made and the estimated 
cost of those yet to be made, were not 
stated. 

Transfer of the property of Berks- 
Lehigh to Lycoming, the record states, 
will not affect the rates for service 
to the subscribers to be transferred. 
The annual rates of Berks-Lehigh and 
the rates of Lycoming for comparable 
service are shown in table on page 
133. 

Lycoming, as has been said proposes 
to acquire the property of Berks-Le- 
high for a cash consideration of $4,- 
000, the cash to be obtained by the 
sale of $4,000 par value of Lycoming’s 
common stock to its principal stock- 
holder, Ralph M. Hyle, of Long Island 
City, N. Y. The incidental costs of 
acquisition thus far amount to $229.- 
80, making the total cost of acquisi- 
tion, as presently known, $4,229.80. 
This is to be compared with the es- 
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timated original cost of the property 
to be acquired, as follows: 


Estimated original cost of tele- 
phone plant in service 
Less depreciation reserve 


Depreciated original cost (esti- 
pes oq of telephone plant in 


Depreciated original cost (esti- 
mated) of all property to be 
acquired — 


4,971.37 
4,229.80 


Excess of depreciated original cost 

(estimated) of property to be 
acquired over cost of acquisition, 
which Lycoming proposes to 
credit to telephone plant acquisi- 
tion adjustment 

The original cost was estimated, be- 
cause of the lack of adequate records, 
by Alvin W. Sponagle & Company, 
certified public accountants, Reading, 
Pennsylvania. The Sponagle firm in- 
ventoried the property with the help 
of a Berks-Lehigh employee, and 
priced the inventory largely on the ba- 
sis of prices experienced by Lycom- 
ing’s predecessor companies. The 
Sponagle firm avers that it was con- 
servative in its statements of costs and 
liberal in providing for the reserve for 
depreciation. 

[1] The purchase price appears to 
be reasonable, but the issuance of $4,- 
000 par value of stock to finance the 
purchase is not warranted in view of 
the fact that Lycoming is overcapital- 
ized (using figures as of September 
30, 1945) and would be overcapital- 
ized after the issuance of said $4,000 
par value of stock. This is demon- 
strated as follows: 


Present capitalization: 
Common stock outstanding—par 
value 
Subscriptions to common stock .... 


Total common stock liability .. 30,000 
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Add common stock proposed to be 


Total present and proposed common 
stock liability 
Ces assets : 
ixed assets less reserve for 
a pene arm, $24,294 
ee assets be a 
high proposed to ac- 
qui ~ =F 3,635 
Incidental costs of acquisi- 


Total present and pro- 
posed fixed assets ... 
Working capital: 
Materials and supplies— 
Lycoming 
Materials and supplies— 
Berks-Lehigh 595 
Cash working capital 
months’ out-of-pocket op- 
erating expenses of Ly- 
coming and Berks-Lehigh 
as consolidated; that is, 
operating expenses less 
depreciation and taxes).. 


28,159 


Total capitalizable assets 
Overcapitalization 


It is evident from this computation 
that not more than $2,400 par value 
of stock should be presently issued to 
finance the purchase of the property of 
Berks-Lehigh. The remaining $1,600 
of the consideration of $4,000 could 
be temporarily financed by a demand 
or short-term loan from Ralph M. 
Hyle, majority stockholder. The $1,- 
600 loan could be repaid by the issu- 
ance of $1,600 par value of stock to 
Hyle when the ratio of Lycoming’s 
capitalization to its capitalizable assets 
shall have improved to the extent 
warranting the issuance of such ad- 
ditional par value of stock. 

[2] Aside from this small, easily 
taken-care-of matter, the only matter 
which gives us concern is the funda- 
mental proposal to vest in one com- 
pany the ownership and operation of 
two telephone properties which are 
115 miles apart, which admittedly can- 
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not be physically integrated into one 
system, and which serve territories 
and subscribers that obviously and ad- 
mittedly do not constitute a commu- 
nity of interest. We have several times 
gone on record as opposed to similar 
consolidations where no_ substantial 
benefits to the public, in the way of 
rate reductions or improved service, 
would accrue in the foreseeable future. 
Our opposition was based on the 
grounds that if any such consolidation 
were consummated and an attempt 
made to keep separate the costs of op- 
eration in the respective areas, such 
separation would be based, in sub- 
stantial part, on assumptions, so that 
any desired result of allocation could 
be obtained, and determination by 
us of proper rates for the two 
areas would be rendered difficult 
if not impossible. Re Pennsyl- 
vania Water Service Co. (1927) 8 
Pa PSCR 705, PUR1927E 656; Re 
Northern Pennsylvania Power Co. and 
Metropolitan Edison Co. (1937) 17 
Pa PUC 155, 18 PUR(NS) 265; 


Berks-Lehigh 
Individual line: 
Business 
Residence 
2-party line: 
Business 
Residence 
4-party line: 
Business 
Residence 
Multi-party line: 
Business 
Residence 


for multi-party line. Lycoming: $6 for individual line, 
ultiparty-line service given by 


for multiparty line. 
area but within the local service area. 


(1938) 132 Pa Super Ct 178, 24 
PUR(NS) 443, 200 Atl 866; (1939) 
333 Pa 265, 27 PUR(NS) 233, 5 
A2d 133; and Re Pennsylvania Com- 
munity Teleph. Co. (1942) 24 Pa 
PUC 29, 45 PUR(NS) 16. 

The case at hand, however, differs 
from the cited cases in that here an 
immediate, substantial improvement 
in service to the Berks-Lehigh sub- 
scribers not only is promised but ac- 
tually has been effected. Berks-Le- 
high had lost its maintenance men and 
its exchange building, and had ceased 
to operate. Lycoming stepped in, ob- 
tained a new exchange building, and 
provided service. 

[3] It is our duty to see, first, 
that the public gets adequate service 
and, secondly, that service is furnished 
at fair and reasonable rates. But serv- 
ice is of paramount importance. Real 
or potential impediments to the fixing 
of fair rates for service must not be 
allowed to prevent the public from 
getting the service. The rate-making 
bridge, however difficult of passage, 


Lycoming was 
iamsport 

exchange of 

Bell Tel. Co.* 


Trout Run 
exchange 


$42.00 
30.00 


Loyalsock 
exchange 


$42.00 
30.00 


None 
None 


None 
None 


30.00 
24.00 


30.00 
24.00 


30.00 
24.00 


30.00 
22.20 


$27.00* 
27.00* 


Mileage Charges—Berks-Lehigh: For each 2 mile, or fraction thereof, beyond the base rate 
area, $3 per annum for individual line, $2 for 2-party line, $1 for 4-party line, and no charge 


.40 for 4-party line, and no charge 
ycoming only outside a base rate 


* Switching for certain multiparty-line subscribers of Lycoming is done by The Bell Tele- 
phone Company of Pennsylvania through its Williamsport exchange. 
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can be crossed when we come to 
it. 

The applications before us accord- 
ingly will be approved, subject to ap- 
propriate record-keeping conditions, 
and the securities certificate will be 
registered in part. 

Needless to say, our action here is 
not a recession from the position which 
we took in the cases cited above. That 
position we still think is sound where 
no foreseeable substantial benefits 
would accrue to the public from a con- 
solidation of widely separated utility 
properties having its genesis in the 
desire of a utility investor to carry 
all his investment eggs in one bas- 
ket. 

The matters and things involved in 
the applications and securities certifi- 
cate having been duly presented and 
heard, and full consideration having 
been given thereto, we find and de- 
termine that it is necessary or proper 
for the service, accommodation, con- 
venience, or safety of the public that 
certificates of public convenience issue 
evidencing our approval of (1) an 
amendment to the charter of Lycom- 
ing Telephone Company extending its 
charter territory to include the por- 
tions of the townships of Albany and 
Greenwich, Berks county, and the por- 
tion of the township of Lynn, Lehigh 
county, enclosed by the heavy, solid 
white line on Exhibit A to the amend- 
ment to A.66585, Folder 1, being an 
application of said company for ap- 
proval of said amendment to its char- 
ter; (2) the beginning of the exercise 
by said company of the right, power, 
or privilege of supplying telephone 
service to the public in said portions of 
said townships; (3) the transfer by 
sale to said company of all the prop- 
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erty and rights of Berks and Lehigh 
Telephone & Telegraph Company ; and 
(4) the abandonment of telephone 
service by said Berks and Lehigh Tele- 
phone & Telegraph Company ; and we 
further find and determine that the is- 
suance by said Lycoming Telephone 
Company of $2,400 par value of com- 
mon capital stock, as proposed in Se- 
curities Certificate No. 525, is neces- 
sary or proper for the present and 
probable future capital needs of said 
company, but that the issuance of com- 
mon capital stock of a par value in 
excess of $2,400 is not necessary or 
proper for the present and probable 
future capital needs of said company; 
therefore, 

It is ordered: 

1. That (a) said amendment to the 
charter of Lycoming Telephone Com- 
pany, (b) the beginning by said com- 
pany of the exercise of the right, pow- 
er, or privilege of supplying telephone 
service to the public in said portions 
of said townships, (c) the transfer by 
sale to said company of all the. prop- 
erty and rights of Berks and Lehigh 
Telephone & Telegraph Company, 
and (d) the abandonment of telephone 
service by said Berks and Lehigh Tele- 
phone & Telegraph Company, be and 
are hereby approved, and that certifi- 
cates of public convenience issue evi- 
dencing approval. 

2. That Securities Certificate No. 
525 of said Lycoming Telephone Com- 
pany be and is hereby registered in so 
far as it relates to the issuance of $2,- 
400 par value of common capital stock, 
but be and is hereby rejected, without 
prejudice, in so far as it relates to the 
issuance of common capital stock in 
excess of $2,400 par value. 

3. That, beginning October 1, 1946, 
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Lycoming Telephone Company create, 
for accounting purposes, a Lycoming 
Division and a Berks-Lehigh Division, 
and appropriately subdivide the fol- 
lowing accounts: Telephone plant ac- 
counts, depreciation and amortization 


reserve accounts, operating revenue 
accounts, maintenance expense ac- 
counts, depreciation and amortization 
expense accounts, traffic expenses ac- 
counts, and commercial expenses ac- 
counts. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Borough of Womelsdorf 


Application Docket No. 66012 
August 19, 1946 


PPLICATION of municipality for approval of acquisition of and 
A right to operate water company’s facilities; water company 
order to submit books to municipality for purpose of determin- 

ing price payable. 


Municipal plants, § 26 — Acquisition — Inspection of sellers’ books. 
A municipality seeking authority to acquire and to operate a water com- 
pany’s facilities may have access to the company’s books for the purpose 
of determining the price payable, and a mandamus proceeding is no longer 


necessary for such purpose. 


By the Commission: The borough 
of Womelsdorf (Borough) has filed 
its application under § 202(e) of the 
Public Utility Law for a certificate of 
public convenience evidencing our ap- 
proval of the acquisition by the bor- 
ough of the works, plant and property 
of the Womelsdorf Consolidated Wa- 
ter Company (Water Company) pur- 
suant to Clause 7 of the 34th Section 
of the Corporation Act of April 20, 
1874, P. L. 95 (15 P S 1353) which 
provides as follows: 

“Tt shall be lawful, at any time after 
twenty years from the introduction of 
water or gas, as the case may be, into 
any place as aforesaid, for the town, 
borough, city, or district in which the 
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.said company shall be located, to be- 


come the owners of said works, and 
the property of said company, by pay- 
ing therefor the net cost of erecting 
and maintaining the same, with inter- 
est thereon at the rate of 10 per centum 
per annum, deducting from said in- 
terest all dividends theretofore de- 
clared.” 

Borough avers that information as 
to net cost of erecting and maintaining 
the works, and the dividends declared 
are in the sole and exclusive posses- 
sion of Water Company, and that Bor- 
ough has made numerous requests up- 
on Water Company to permit repre- 
sentatives of Borough to examine the 
books, records, and property of Water 
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Company. Borough further contends 
that this information is necessary in 
to properly present their 


order 
case. 

In Williamsport v. Citizens’ Water 
& Gas Co. (1911) 232 Pa 232, 81 Atl 
316, the supreme court, in outlining 
the procedure under the provisions of 
the act of 1874, held that where the 
municipality shows borrowing capaci- 
ty approximating the probable price 
it may have to pay, a mandamus will 
issue requiring Water Company to 
submit its books, papers, etc., to the 
municipality for the purpose of esti- 
mating the price payable. In Waynes- 
boro Water Co. v. Public Service 
Commission (1922) 78 Pa Super Ct 
143, the superior court held that, un- 
der Art III § 3(d) of the Public Serv- 
ice Company Law, it was necessary for 
the Borough to obtain a certificate of 
public convenience from the Public 
Service Commission, and that such ac- 
tion took the place of the former pro- 
cedure for preliminary mandamus, 
which was available to ascertain the 
price payable. 

In Pottstown v. Public Utility 
Commission (1941) 144 Pa Super Ct 
220, 39 PUR(NS) 160, 19 A2d 610, 
the superior court held that the neces- 
sity for Commission approval of the 
acquisition by a municipal corpora- 
tion of the works, plant, and property 


of a water company, under Clause 7 
of the 34th Section of the act of 1874 
was not abrogated by the Public Util- 
ity Law, but was shifted to § 202(e) 
and that the procedure as outlined in 
the Waynesboro Case, supra, is still 
the procedure to be followed. 

In order for the borough of 
Womelsdorf to obtain all pertinent and 
relevant information that it may pre- 
pare its case, it will be necessary for 
the borough of Womelsdorf to have 
access to the books and records of the 
Womelsdorf Consolidated Water 
Company ; therefore, 

It is ordered: 

1. That the Womelsdorf Consoli- 
dated Water Company permit the bor- 
ough of Womelsdorf or its duly au- 
thorized representatives to have access 
to the books and records of the 
Womelsdorf Consolidated Water 
Company for the purpose of securing 
the data of cost and maintenance of 
Womelsdorf Consolidated Water 
Company’s works and property, the 
total amount of earnings, and the dates 
and amounts of dividends by it hereto- 
fore declared, and if desired, to make 
a physical examination of its works 
and its property. 

2. That such examination or exam- 
inations by the borough of Womels- 
dorf shall be made at any reasonable 
time or times. 
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RE HOPE NATURAL GAS CO. 


FEDERAL POWER COMMISSION 


Re Hope Natural Gas Company 


Docket No. G-444 
August 27, 1946 


PPLICATION for authority to group natural gas gathering 
lines and transmission mains for accounting purposes; 
granted subject to conditions. 


Accounting, § 49 — Grouping of gas lines. 
A natural gas company, on application under General Instruction 11 of the 
Uniform System of Accounts Prescribed for Natural Gas Companies, may 
group gathering lines and group transmission mains, for the purpose of 
accounting for operating and maintenance expenses relating thereto, where 
existing gathering lines and transmission mains are so interconnected and 
operated that such groupings represent a reasonable accounting practice. 


By the Commission: It appearing 
to the Commission that: 

(a) On February 4, 1943, Hope 
Natural Gas Company (applicant) 
filed an application, under General In- 
struction 11 of the Commission’s Uni- 
form System of Accounts Prescribed 
for Natural Gas Companies, for per- 
mission to group, for expense account- 
ing purposes, what it refers to as its 
gathering lines and its transmission 
mains ; 

(b) On September 30, 1943, appli- 
cant requested permission to postpone 
area accounting for gathering systems 
until the end of the war; 

(c) On October 26, 1943, the 
Commission granted applicant permis- 
sion to postpone area accounting for 
gathering systems until the end of the 
war; 

(d) By letter of June 28, 1946, ap- 
plicant furnished information supple- 
menting its application of February 4, 
1943, and restating its position with 
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respect to the relief herein prayed for ; 

(e) Applicant operates what it re- 
fers to as an interconnected network 
of gathering lines of various sized 
pipe lines in one integrated area in the 
western, central, and southern parts of 
West Virginia; applicant’s transmis- 
sion mains are also interconnected 
within the same area; 

(f) All of applicant’s existing 
gathering lines and transmission mains 
are so interconnected and operated 
that the proposed grouping, for ex- 
pense accounting purposes, of its 
gathering lines and of its transmission 
mains represents a reasonable account- 
ing practice. 

The Commission orders that: 

(A) Hope Natural Gas Company 
is hereby authorized to group its so- 
called gathering lines and to group its 
so-called transmission mains for the 
purpose of accounting for operating 
and maintenance expenses relating 
thereto; provided, that the grouping 
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hereby authorized shall not apply to 
gathering lines or to transmission 
mains hereafter constructed or ac- 
quired which are not connected and 
operated as a part of its present sys- 
tem without prior approval by the 
Commission; and provided, further, 
that nothing contained herein shall be 
construed as an approval by the Com- 
mission of the company’s classification 


of the facilities affected by this order, 
or as a waiver of the provisions of 
§ 7 of the Natural Gas Act, 15 USCA 
§ 717f, or a determination of the na- 
ture of applicant’s facilities or opera- 
tions for jurisdictional purposes ; 

(B) Authority is expressly re- 
served in the Commission to modify 
or change the grouping hereby author- 
ized. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Arthur Slotten et al. 


Wisconsin Telephone Company 


2-U-2149 
August 31, 1946 


a. by prospective customer to require a telephone com- 
pany to render service; ordered that requested service be 
rendered. 


Service, § 179 — Undertaking to serve — Effect of discontinuance. 
Discontinuance of telephone service is not in itself sufficient to constitute 
a valid abandonment of the undertaking of service, so as to excuse a utility 


from making an extension. 


By the Commission: Arthur Slot- 
ten, Edmund Porter, Ole Sherven, and 
Daniel Suchomel who reside on high- 
way 19 between Madison and Sun 
Prairie filed a complaint with the Com- 
mission on February 26, 1946, re- 
questing that Wisconsin Telephone 
Company be required to extend serv- 
ice to them from its Madison ex- 
change. The matter was taken up 
with Wisconsin Telephone Company 
and on March 14th they informed the 
Commission that the four applicants 
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were located in the territory served by 
the Sun Prairie exchange of the Com- 
monwealth Telephone Company and 
that adequate service was available 
from such exchange. In addition, 
they called attention to the fact that 
Edmund Porter had previously applied 
for Madison service and in an order 
dated November 30, 1945, in docket 
2-U-2077, 62 PUR(NS) 126, the 
Commission had held that the under- 
taking of service of Wisconsin Tele- 
phone Company did not include service 
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SLOTTEN v. WISCONSIN TELEPH. CO. 


to the Porter premises. A notice of 
investigation and hearing was issued 
on April 6th. A brief was filed by 
Wisconsin Telephone Company. 

APPEARANCES: Arthur Slotten, 
Ole Sherven, Mrs. Edmund Porter, 
and Daniel Suchomel, Sun Prairie, for 
complainants; Wisconsin Telephone 
Company, by Francis J. Hart, general 
Attorney, W. E. McGavick, Attorney, 
G. B. Rogers, General Commercial 
Manager, L. J. Fitzgerald, Commer- 
cial Engineer, and F. E. Manchester, 
Rate Engineer, Milwaukee, for re- 
spondents ; Commonwealth Telephone 
Company by Harry W. Pike, Vice 
President Madison, for objectors; C. 
B. Hayden, Engineering Department, 
of the Commission staff. 

All the respondents reside in sec- 
tion 14, town of Burke, Dane county, 
along highway 19 which is the main 
road between Madison and Sun Prai- 
rie, and the route of the Madison- 
Milwaukee toll cable of the Wisconsin 
Telephone Company. The nearest 
subscriber served by Wisconsin Tele- 
phone Company on this highway is 
located 694 feet southwest of the Slot- 
ten premises. Porter is located 226 
feet northeast of Slotten; Sherven, 700 
feet northeast of Porter; and Sucho- 
mel, 1,025 feet northeast of Sherven. 
The group is about 7.5 miles from 
Madison and 3.5 miles from Sun Prai- 
rie. Porter is the only respondent who 
has telephone service at the present 
time. Commonwealth Telephone 
Company furnishes such service from 
its Sun Prairie exchange by means of 
a pole line extending along a town 
road 1,284 feet to the rear of the Por- 
ter premises. Commonwealth Tele- 
phone Company has no facilities on 
highway 19 in this area. 


The respondents testified that prac- 
tically all of their business and social 
relationships are in Madison. Sherven 
testified that the Dane County Rural 
Telephone Company, predecessor to 
Wisconsin Telephone Company, had 
rendered Madison exchange service at 
his premises and had also served the 
premises occupied by Suchomel. This 
evidence was not before the Commis- 
sion in the Porter Case (2-U-2077, 
supra). 

Wisconsin Telephone Company evi- 
dence shows that the Dane County 
Rural Telephone Company was pur- 
chased in 1922 and that the line was 
rebuilt as far as the Suchomel premises 
in 1923. That in 1928, this line was 
removed following the installation of 
the Madison-Milwaukee toll cable and 
since that time no subscribers have 
been rendered Madison exchange serv- 
ice in the vicinity. In brief, Wisconsin 
Telephone Company contends that up- 
on removal of their line in 1928, they 
withdrew their undertaking to fur- 
nish Madison exchange service in this 
area. 

The Commission has heretofore 
held that the discontinuance of service 
is not in itself sufficient to constitute 
a valid abandonment of the undertak- 
ing of service by a utility. Fletcher v. 
Wisconsin Teleph. Co. 2-U-2118, 64 
PUR(NS) 378. Under the circum- 
stances, the facts in the case show that 
service to the respondents’ premises is 
within the undertaking of the Wiscon- 
sin Telephone Company from its Mad- 
ison exchange. 

The Commission finds: 

That the undertaking of service of 
Wisconsin Telephone Company in the 
town of Burke, Dane county, includes 
service to the complainants, Arthur 
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Slotten, Edmund Porter, Ole Sherven, 
and Daniel Suchomel premises in sec- 
tion 14 of such town, and that reason- 
ably adequate service requires that 
service from the Madison exchange of 
said utility be furnished to said com- 
plainants. 


The 
cludes : 

That Wisconsin Telephone Com- 
pany should be required to extend 
service from its Madison exchange to 
the said premises of Arthur Slotten, 
Edmund Porter, Ole Sherven, and 
Daniel Suchomel. 


Commission therefore con- 
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Re City of Park Falls 


2-U-2091 
September 5, 1946 


PPLICATION for authority to increase municipal water plant 
/ \ rates; increased rates prescribed. 


Rates, § 603 — Water rates — Flat minimum charges. 


A water rate schedule with a $1.50 minimum per quarter, irrespective of 
the demand which each size meter can handle, does not fit modern operating 
conditions. 


> 


By the Commission: Application and Research Department, of the 


was filed with this Commission on 
September 19, 1945, by the city of 
Park Falls, as a water public utility, for 
authority to increase rates for water 
used in excess of 30,000 gallons per 
quarter per customer. 

Failure of the utility to notify the 
Office of Price Administration of the 
proposed increase and to consent to the 
intervention of the Price Administra- 
tor in the proceedings delayed these 
proceedings. 

ApPEARANCEs: N. T. Leipsig, City 
Attorney, Darrel Mason, City Clerk, 
C. E. Wells, Chairman, Board of Pub- 
lic Works, and Emil Pauser, Superin- 
tendent, Water Department, for city 
of Park Falls; P. A. Reynolds, Rates 
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Commission staff. 

Examination of the filed annual re- 
ports of the utility for the past four 
years shows that on an indicated rate 
base of $164,872, the utility has earned 


a return as follows: 


It is apparent that if the utility is 
to earn a reasonable return some up- 
ward adjustment in rates is necessary. 
Applicant has proposed to increase 
charges per thousand gallons on the 
last three blocks of the schedule appli- 
cable to general service. Rates now in 
effect are as follows: 
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General Service 
First 9,000 gals. per quarter, 35¢ per M 
gallons 
Next 21,000 gals. per quarter, 18¢ per M 
gallons 
Next 45,000 gals. per quarter, 12¢ per M 
gallons 
Next 425,000 gals. per quarter, 10¢ per M 
gallons 
Over 500,000 gals. per quarter, 4¢ per M 
gallons 
Minimum quarterly bill $1.50 
5% penalty added if not paid within the 
discount period. 
Fire-protection Service 
$72.00 per hydrant per year (1945 charge 
$4,248) 


Applicant requests the following 
schedule be made effective : 


First 9,000 gallons used per quarter, 35¢ per 
M gallons 

Next. 21,000 gallons used per quarter, 18¢ per 
M gallons 

Next 45,000 gallons used per quarter, 16¢ per 
M gallons 

Next 425,000 gallons used per quarter, 14¢ 
per M gallons 

Over 500,000 gallons used per quarter, 8¢ per 
M gallons 


Minimum quarter bill $1.50. 


Assuming normal operating ex- 
penses to be about $6,280 per year and 
adding (1) depreciation of $2,924, 
(2) a tax equivalent of $3,260, and 
(3) a return component of 4 per cent, 
or $6,595, a total cost of operating the 
Park Falls Water Department of $19,- 
059 is noted. 


The above costs have been broken 
down into those which vary with the 
water pumped, those which are capac- 
ity and demand expenses, and those 
which vary with the number of cus- 
tomers, such as meter reading, billing, 
collecting, etc. Each of these costs 
plus the fixed charges of depreciation, 
tax equivalent, and return component 
have been apportioned between fire- 
protection service and general service. 
A summary of this apportionment to- 
gether with 1945 revenues is shown 
below: 
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-P 
Total 
$19,059 $7,106 
13,611 4,248 


$5,448 $2,858 $2,590 


Park Falls has a population of about 
3,300. The present charge for fire- 
protection service averages $1.28 per 
capita. The indicated charge of $7,- 
106 averages $2.15 per capita which is 
not out of line for a community of this 
size. In this $7,106 is included $6,- 
262 of fixed charges. It is apparent 
that since the city of Park Falls is pay- 
ing only $4,248 per year for fire-pro- 
tection service, it is contributing less 
than one-half of one per cent return 
on the property used and useful for this 
service. Any moneys advanced each 
year by the city to the water utility for 
additions and improvements, in an 
amount approximating the deficit 
shown above of $2,858, should be con- 
sidered additional revenue for fire- 
protection service and not advances 
from the municipality which are to be 
paid back at some future time. 

It is noted that revenues from gen- 
eral service fell $2,590 short of pro- 
viding a 4 per cent return. To de- 
termine how this amount can best be 
recovered, an analysis of sales in gal- 
lons has been made and the demands 
of the various sized meters have been 
checked. 

Applying the proposed rates for 
general service to the sales by blocks, it 
is found that only about $930 of addi- 
tional revenue would be obtained, or 
slightly more than one-third of the 
amount of the deficit. The type of 
existing schedule with a $1.50 mini- 
mum per quarter, irrespective of the 
demands which each size meter can 
handle, does not fit modern operating 
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conditions. Spreading the demand 
costs, customer costs, and about one- 
third of the fixed charges among the 
various sized meters on a demand ba- 
sis, and adding the same fixed quantity 
of water to each size, a minimum bill 
graduated in accordance with each size 
meter is obtained as follows: 

Minimum Charge 


Per Year for 
40,000 Gallons 


Per 


Size of Meter Quarter 


f-inch 
4-inch 
1-inch 


No. #-inch, 3-, 4-, and 6-inch meters were 
in use on December 31, 1945. 

The above minimums would pro- 
vide revenues from general service of 
about $6,510 per annum, leaving $5,- 
444 of the cost of this class of service 


to be raised from the sale of water in 
excess of the minimum allowance. 
The estimated average revenue per 
thousand gallons to be obtained, based 
on 1945 sales, and excluding mini- 
mum-bill use, is 15.8 cents. This 
means that a top rate of approximately 
twice 15.8 cents is required. The bot- 
tom block in the schedule to which the 
lowest rate is attached should be for 
al’ in excess of about 2,000,000 gal- 
lons per quarter. 

The Commission finds: 

1. That the existing schedule of 
rates for water service in Park Falls 
is unreasonably discriminatory. 

2. That the rates proposed by ap- 
plicant would be unjustly discrimina- 
tory. 

3. That the rates hereinafter set 
forth are reasonable and not unjustly 
discriminatory. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Mary J. Clifford et al. Customers of 
Boston Consolidated Gas Company 


D. P. U. Nos. 7450, 7465 
July 24, 1946 


ETITION by gas consumers for refund of amounts collected un- 

P vcr fuel clause and Commission investigation of rates for gas 

sold under fuel clause; order of reparation denied for want of 
jurisdiction, and filing of new rate schedule ordered. 


Reparation, § 11 — Power of Commission. 
1. The legislature has not conferred on the Department of Public Utilities 
any power to compel or enforce reparation from a gas company, p. 148. 
Rates, § 86 — Power of Commission — Not retroactive. 
2. The regulatory functions of the Department of Public Utilities with 
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respect to gas rates are purely prospective and not retrospective in opera- 
tion, p. 148. 


Reparation, § 44 — Remedy for overcharge — Contract action. 


3. The remedy of a customer of a gas company in case of an illegal over- 
charge is by a contract action in the. courts of the state, p. 148. 


Reparation, § 11 — Power of Commission — Implied authority. 
4. The power to order reparation for overcharges is an important power 
with wide implication for good or evil to the community and should be 
inferred only for the strongest and unanswerable reasons, p. 148. 


§ 303 — Fuel charge — Cost of gas to utility — OPA “ceilings.” 

5. Collection by a gas utility of a fuel charge was unauthorized and not in 
conformity with a Commission order permitting such charge in fixed pro- 
portion to increases in the cost of gas to the utility where the cost of gas 
to the utility, being fixed at OPA ceilings, was not increased, p. 150. 


§ 86 — Limitations on Commission power — Retroactive rate order — Fuel 
charge. 

6. The Department of Public Utilities has no authority to make any order 

retroactively affecting the rates of a gas company which has been collect- 

ing fuel charges without authority, p. 150. 


§ 303 — Unauthorized fuel charge — Revenue increase — Obtainable 
through established procedure. 

7. That a gas utility by following the established procedure relative to the 

filing of new rates, prices, and charges might have obtained a needed in- 

crease in revenue is no defense to a complaint against its increasing its reve- 

nue by levying an unauthorized fuel charge, p. 153. 





§ 303 — Fuel charge — Authorization requirement. 

8. The good faith and good motives of a gas utility in levying fuel charges 
cannot supply the deficiency of legal authorization to make such charges, 
p. 153 


§ 303 — Company practices under fuel clause — Reduction in rate of 
return. 

9. The Commission, in acting on a complaint against a gas company’s prac- 

tices under a fuel clause, need not consider company income and expense 

or limit its order so that the company’s earnings will not be reduced below 

a reasonable rate of return, p. 153. 


§ 645 — Scope of proceeding — Complaint against company practices — 
Relevant issues. 

10. The adequacy, propriety, or justness of a utility’s rate schedule, includ- 

ing the formula in a fuel clause, are not at issue in a hearing of a com- 

plaint against gas company practices under the fuel clause, p. 154. 


§ 235 — Right to file new schedule — Commission order reducing earn- 
ings. 
11. A gas company has at all times the statutory right to file a new schedule 
of rates, prices, and charges, if the effect of a Commission order regard- 
ing its practice under a customer’s fuel clause is to reduce its earnings be- 
low a reasonable rate of return, p. 154. 
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Rates, § 640 — Amendment to gas rate contract — Alteration without notice — 
Proceedings de novo. 
12. A Commission-approved amendment to a proposed rate contract be- 
tween a gas utility and its source company, unchallenged by all parties 
concerned, does not constitute such an alteration of a rate agreement ar- 
rived at on earlier hearings with notice as to require proceedings de novo, 
p. 155. 


§ 72.1 — Jurisdiction of Commission — Effect of Price Control Act. 


13. The jurisdiction of the Department of Public Utilities over the rates 
charged to consumers by a gas utility and the contract between the utility 
and its source company was never ousted by the Emergency Price Control 
Act, p. 155. 


Rates, § 5 — Effect of price regulation — Fuel clause. 


14. The sole effect of the applicable Maximum Price Regulation on the 
rates of a gas utility was to render temporarily inoperative the provisions 
of a contract fuel clause providing that charges to consumers would vary 
with the cost of gas at its source, p. 155. 


* 
In both D.P.U. hearing, that the price to be paid for 


~~ SS ~~ 


APPEARANCES: 


7450 and D.P.U. 7465: Thomas D. 
Lavelle, for the petitioners in D.P.U. 
7450; Robert H. Holt, for Boston 
Consolidated Gas Company; James 
W. Kelleher, William A. McDermott, 


Assistant Corporation Counsel, for 
city of Boston; Cornelius J. Moyni- 


han, pro se. In D.P.U. 7450 only: 
John F. Donovan, City Solicitor, for 
city of Chelsea. 


By the DEPARTMENT: Boston 
Consolidated Gas Company (herein- 
after referred to as the “Company”’) is 
wholly owned by, and normally pur- 
chases substantially all of its gas from, 
Eastern Gas and Fuel Associates 
(hereinafter referred to as “East- 
ern’’). 

On April 24, 1942 the Company en- 
tered into a contract with Eastern for 
the purchase and sale of gas, and on 
the same day petitioned this Depart- 
ment (D.P.U. 6818) for approval of 
this contract, pursuant to Stat 1903, 
Chap 417, § 6, which forbids the Com- 
pany to purchase any gas until this 
Department has found, after public 


the gas to be purchased is less than 
it would cost the Company to make its 
own gas, and which provides that no 
contract for the purchase of gas for 
more than thirty days shail be made 
without the approval of this Depart- 
ment. 

This contract of April 24, 1942 
varied from prior contracts between 
the parties in two principal respects: 
(1) the duration of the contract was 
extended beyond the usual one-year 
term of prior contracts; and (2) it 
contained a “fuel clause,” so-called, 
under which the price to be paid by 
the Company to Eastern for gas was 
to vary, in a predetermined manner, 
with the cost to Eastern of the coal 
from which the gas so sold by it was 
manufactured. 


On June 30, 1942, in said D.P.U. 
6818, the Department gave its ap- 
proval to said contract in a form as 
amended on June 29, 1942. As 
amended, the “fuel clause’”’ was modi- 
fied and the fuel charge reduced in 
such a way as to effect a considerable 
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reduction in the cost of gas to the 
Company. As thus approved, the 
contract, which is still in effect, con- 
tained the following “fuel clause.” 

“Fuel Charge: Effective July 1, 
1942, an additional charge shall be 
' made for ail gas purchased hereunder, 
which charge during each three months 
period subsequent to July 1, 1942, 
shall be in the amount of one mill per 
thousand cubic feet for each 24 cents 
increase in the cost of coal above $5.78 
per gross ton. Such cost of coal shall 
be the average cost of coal delivered 
f. o. b. the plant of the Fuel Company 
during the three months period ending 
one month prior to the application of 
such charge, provided that the cost of 
different kinds of coal used in de- 
termining such average cost shall not 
exceed the cost of coal of similar speci- 
fications delivered f. 0. b. the plant of 
the Lynn Gas and Electric Company 
or f. o. b. the electric generating sta- 
tions of the Boston Edison Company ; 
and provided further, that the cost of 
coal for each of the months of March, 
April, and May, 1942, shall for the 
purpose of this charge be deemed to 
be $6.53 per gross ton. 

“The Fuel Company shall render 
the Gas Company on or before the 
tenth day of each month, a statement 
showing the quantity of gas supplied 
hereunder during the preceding cal- 
endar month and the amount payable 
thereon, computed in accordance with 
the provisions hereof. The Gas Com- 
pany shall make payment to the Fuel 
Company of the total amount thereof 
in cash on or before the fifteenth day 
of the month in which such statement 
is rendered.” 

On April 25, 1942, the Company 
filed with the Department ten revised 

[10] 
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and amended schedules of rates and 
charges for gas sold and delivered, 
Nos. M. D. P. U. 90 to 99, inclusive. 
M. D. P. U. 99, entitled “Miscellane- 
ous Charges Applicable to Various 
Rates,” contained a “fuel clause” 
under which the price for gas sold and 
delivered to the Company’s customers 
was to vary with the cost of fuels used 
by Eastern in the manufacture of such 
gas. On May 22, 1942, the Depart- 
ment suspended the operation of these 
new schedules, and on its own motion 
entered upon an investigation (D.P.U. 
6835) of the propriety of the rates 
and charges as contained in the sched- 
ules thus filed. 


On June 30, 1942, the Department 
rendered its decision and promulgated 
certain orders in said D.P.U. 6835. 
In its decision, the Department stated 
in part as follows: 


“. . . These schedules (M. D. 
Fn U. 90 to 99 inclusive), in so far as 
the basic rates are concerned are iden- 
tical with those predecessor rates now 
on file and in effect, the only change 
being the addition of a fuel charge ap- 
plicable to all gas sold under the sev- 
eral rates as set forth in Schedule 
M. D. P. U. No. 99. This fuel charge 
as set forth in Schedule No. 99 is 
predicated and based on the approval 
by the Department of a proposed con- 
tract entered into by the Boston Con- 
solidated Gas Company with the East- 
ern Gas & Fuel Associates dated April 
24, 1942, which contract is required 
to be approved by the Department 
(Chap 417, Acts of 1903). 

“The Department, after investiga- 
tion has approved the contract for pur- 
chase, which has been substantially 
modified after conference with repre- 
sentatives of the Boston Consolidated 
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Gas Company. The effect of these 
modifications particularly as applied 
to the fuel charge as proposed to be 
established in the contract for pur- 
chase of gas would make the provi- 
sions of the fuel charge as set forth 
in M. D. P. U. No. 99 improper and 
at variance with the terms of the ap- 
proved contract, and therefore should 
be disallowed. The provisions of the 
contract for purchase as approved by 
the Department provide that the Bos- 
ton Consolidated Gas Company shall 
pay increased prices for gas varying 
with the cost of fuel to the producer 
company and it is not unreasonable or 
unjust that these charges should in 
turn be transmitted through the means 
of an appropriate fuel charge to the 
customers of the Boston Consolidated 
Gas Company. To that end a reason- 
able fuel charge should be provided in 
the schedules of the Gas Company to 
recover a fair and equitable portion 
of the increment cost of coal which 
may be justly allocated to gas manu- 
factured. 


“Tt is recognized that the cost of 
fuels to the company manufacturing 
gas has substantially increased during 
the past six months due to the condi- 
tions rising from the war, and that 
the proposed increase in cost to the 
Boston Consolidated Gas Company 
as a result thereof not being unrea- 
sonable should properly be transmitted 
to the consumers of gas at the earliest 
possible date to preserve and maintain 
the service and efficiency of the Boston 
Consolidated Gas Company. - 

In its accompanying orders in said 
D.P.U. 6835, the Department disal- 
lowed said “Schedule M.D.P.U. 99,” 
approved the remaining schedules as 


filed on April 25, 1942, and ordered 
the Company to file, effective July 1, 
1942 “an appropriate schedule setting 
forth therein a fuel charge to which 
reference and application may be made 
by various other schedules, which fuel 
charge shall read as follows: 

“The price of all gas sold to consum- 
ers shall be increased one-tenth mill 
per one hundred cubic feet for each 
whole 24 cents by which the cost of 
coal exceeds $5.78 per gross ton dur- 
ing the three months period ending one 
month prior to the effective date here- 
of, provided that suck increase shall be 
adjusted October 1, 1942, and every 
three months thereafter on the same 
basis. The cost of coal shall be the 
average cost of coal delivered f.o.b. the 
plant of the producer from whom the 
Company purchases the major portion 
of all gas sold by it, provided that the 
cost of the different kinds of coal used 
in determining such average cost shall 
not exceed the cost of coal of similar 
specifications delivered f.o.b. the plant 
of the Lynn Gas and Electric Com- 
pany or f.o.b. the electric generating 
stations of the Boston Edison Com- 
pany. The cost of coal for each of the 
months of March, April, and May, 
1942, shall for the purposes of this 
charge be deemed to be $6.53 per 
gross ton.” 

On June 30, 1942, the Company 
filed such a schedule (M.D.P.U. No. 
100), containing a fuel charge in the 
last-quoted language, which schedule 
is still in effect. 

On March 15, 1946, Mary J. Clif- 
ford and more than nineteen other 
customers of the Company filed a peti- 
tion (D.P.U. 7450) alleging the fol- 
lowing, in substance and effect: That 
the contract between the Company and 
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Eastern in the form as amended on 
June 29, 1942, and this Department’s 
order approving the same on June 30, 
1942, were and are illegal, for the 
reasons (a) that no notice of the filing 
of said amended contract was given by 
the Department to persons interested 
therein, (b) that no public hearing 
was held in connection therewith, and 
(c) “because the maximum price for 
which coal could be sold or contract- 
ed for had been stabilized by the 
Emergency Price Control Act of 1942, 
which was approved January 30, 1942, 
and by the regulations issued by the 
Office of Price Administration under 
the authority of this act, all of which 
regulations were in legal force and 
effect prior to June 29, 1942”; that 
the Company since June 30, 1942, has 
collected from its customers “certain 
sums of money which have been 
charged to these customers on account 
of the fuel charge set forth in the 
agreement of June 29, 1942”; that 
“this money collected by the Gas Com- 
pany has been paid over to the Eastern 
Gas and Fuel Associates in accordance 
with the terms of the agreement of 
June 29, 1942.” 

The petition prayed as follows: 

“1. That the order of the Depart- 
ment dated June 30, 1942, be revoked 
and that it be declared null and void. 

“2. That the Gas Company be or- 
dered to make an accounting under 


the supervision of the Department of 
all moneys and amounts of money 
received by the Gas Company received 
by it (sic) as a fuel charge from its 
customers since June 30, 1942. 

“3. That upon such accounting be- 
ing had the Gas Company be ordered 
to pay back and refund to said cus- 
tomers all such moneys so received by 
it. 


“4, All such other orders as may 
seem just and equitable.” 

The petition, in the form as origi- 
nally filed, was diffuse and lacking in 
precision. For example, while it at- 
tacked the validity of the contract 
which we approved in D.P.U. 6818, 
it never referred to that proceeding 
by docket number, but sought instead 
revocation of our order (in D.P.U. 
6835), which involved the schedules 
of rates and charges filed by the Com- 
pany on April 25, 1942. On the other 
hand, it complained of overcharges to 
customers under the fuel clause, so- 
called, without ever specifically refer- 
ring to said schedules." 

Being doubtful of the scope and in- 
tent of the petition and doubtful of our 
jurisdiction to grant the relief prayed 
for, we set the petition down for pub- 
lic hearing on May 2, 1946, on the is- 
sue of the Department’s jurisdiction 
thereof. 

On April 17, 1946, the Company 





10Qn May 27, 1946, and after the hearing 
on May 2, 1946, hereinafter referred to, this 
petition was amended by the addition of the 
following allegations: (a) that the order of 
June 30, 1942, in D.P.U. 6835 approving the 
fuel clause in the Company’s schedules of 
rates and charges “was based on the premise 
that the said Gas Company should be allowed 
to transmit to the customers increases in the 
price of gas purchased by said Gas Company” 
under the terms of its contract with Eastern, 
but that “in fact there has been no increase 
in the price of gas paid by said Gas Com- 
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pany”; and (b) that said order of June 30, 
1942, in D.P.U. 6835 is “arbitrary, unrea- 
sonable, and unfair to the customers of the 
said Gas Company for the reason that the 
cost of coal to the producer from which the 
said Gas Company buys gas has no relation 
to the price paid for gas by said Gas Com- 
pany because the price to be paid for gas by 
said Gas Company has been ‘frozen’ by the 
Office of Price Administration at the highest 
ae by said Gas Company in March, 
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filed a motion to dismiss the petition 
for lack of jurisdiction thereof. 

Because of the public importance of 
the questions raised by some of the al- 
legations in said petition, the Depart- 
ment began, on April 25, 1946, an in- 
vestigation on its own motion (D.P. 
U. 7465) of the price of gas sold and 
delivered by the Company “so far as 
relates to charges made to its custom- 
ers under fuel clause contained in 
existing schedules of rates, prices, and 
charges.” 

After due notice, both matters were 
publicly heard on May 2, 1946. At 
the commencement of the hearing it 
was announced by the presiding Com- 
missioner that while both matters 
would be heard together, because of 
the substantial identity of the parties 
and subject-matter thereof, they would 
be separately considered and decided.* 

For the purposes of said hearing on 
May 2, 1946, all facts well-pleaded in 
the petition were taken to be true, and 
arguments of counsel were principal- 
ly addressed to the power of this De- 
partment to grant the specific forms 
of relief prayed for, by way of com- 
pulsory accounting and refunds to the 
Company’s customers for allegedly un- 
authorized collections under the fuel 
clause contained in its schedules of 
rates and charges. 

[1-4] In substance the petition 
sought by its second and third prayers 
to compel the payment of reparations 
or damages by the Company to its 
customers on account of alleged 
overcharges. However desirable or 
undesirable the legislative policy in this 
respect may be, we are satisfied that 


the legislature has never conferred on 
this Department any power to compel 
or enforce such reparations. It is clear 
from G. L. (Ter. Ed.), Chap 164, 
§§ 93 and 94 that our regulatory func- 
tions with respect to gas and electric 
rates are purely prospective, and not 
retrospective, in operation. We are 
of opinion that the remedy of a cus- 
tomer of a gas or electric company, in 
case of a charge to the customer of an 
amount in excess of that allowed by 
law, is by action of contract in the 
courts of this commonwealth, and it 
was so conceded by counsel for the 
Company in these proceedings. In 
any event the remedy is not in this 
Department. This question was con- 
sidered at length in Beaser v. Edison 
Electric Illum. Co. (D.P.U. 836, 845, 
850, 860) PUR1922E 492, 507, 510, 
where, after a review of the applicable 
statutes, it was stated, in part: 

“Tt will be observed that there is 
nothing in these statutes which hints 
in the most remote manner at a right 
to reparations or damages,—which 
hereafter will both be included in the 
phrase ‘reparations.’ 

“The petitioners argue, however, 
that unless reparations can be granted 
by this Department, they cannot be 
secured through the courts under the 
recent decision of the supreme judicial 
court in the Edison Case ( [1922] 242 
Mass, 305, 136 NE 113), and that, as 
a consequence, it may happen that, 
although the rates are excessive or dis- 
criminatory, or both, for a long period 
of time, no redress can be secured by 
those who are injured thereby. 

“We are not clear that the supreme 





2 At the close of the hearings on the merits 
on May 28, 1946, all parties waived any ob- 
jections to the incorporation of our decisions 
in both matters in a single opinion, so long 
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as separate reference to docket numbers was 
made and so long as appropriate orders were 
made in each proceeding. 
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judicial court has decided that . . . 
parties who have paid higher charges 

. . or have suffered definite and pre- 
cise discriminations . . . are without 
redress in the courts. We will assume, 
however, for the purpose of further 
discussion that the supreme judicial 
court has so held and that parties in- 
jured in the ways above set forth will 
be utterly without redress unless this 
Commission decides that it has the 
power to order reparations. 


“This Department is a creature of 
the legislature and its powers are en- 
tirely derived from the statutes of this 
commonwealth. Those statutes it 
ought, undoubtedly, to construe in a 
spirit of liberality and one likely to 
give effect to the full intention of the 
legislature, but it ought not, on the 
other hand, to strain the express pow- 
ers conferred upon it to the breaking 
point, even to avoid what may other- 
wise be an undesirable result. 

“The statutes themselves contain 
nothing which would seem to indicate 
an intention to give this Department 
the power to order reparations. 

“No express power to order repara- 
tions has been given us by the legis- 
lature. It can only be deduced from 
the statutes by a process of remote and 
refined reasoning. It is an important 
power with wide implications for good 
or evil to the community. It should 
only be inferred, therefore, for the 
strongest and most unanswerable rea- 
sons. We do not think such exist in 


this case. We are, therefore, 
of the opinion that no power has been 
granted to the Commission of this De- 
partment to order reparations or dam- 
ages for the causes claimed by the peti- 
tioners. a 

There is nothing in the subsequent 
history of the statutes involved to re- 
quire a departure from the conclusions 
reached in the Beaser Case, supra, and 
we affirm its language, above-quoted, 
and adopt it as having force and ap- 
plication to the petition before us in 
D.P.U. 7450. 

Being of such opinion, we ruled at 
the hearing on May 2, 1946, after 
argument by counsel and considera- 
tion, that we had no jurisdiction to 
grant the specific relief prayed for in 
prayers 1, 2, and 3 (supra, p. 6) of 
the petition in D.P.U. 7450. We now 
affirm that ruling. 

Being also of the opinion, however, 
that the petition in substance constitut- 
ed a written complaint by more than 
twenty customers of the Company as 
to the price of gas sold and delivered 
by the Company, we ruled in D.P.U. 
7450 that we had jurisdiction of said 
petition as a complaint under G.L. 
(Ter Ed.) Chap 164, § 93,° and we 
denied the Company’s motions to dis- 
miss said petition. We now affirm 
those rulings. 

Subsequently, after further notice, 
D.P.U. 7450 and D.P.U. 7465 were 
set down for joint public hearing on 
the merits on May 27 and 28, 1946, 





8 Section 93 provides as follows so far as 
material to these proceedings: 

“On written complaint of the mayor of a 
city . . . where a gas or electric compan 
Is operated, or of twenty customers chanel, 
either as to the quality or price of the gas 
or electricity sold and delivered, the Depart- 
ment shall notify said company .. . , and 
shall, thereupon, after notice, give a public 
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hearing to such petitioner and said company, 
and after said hearing may order any reduc- 
tion or change in the price or prices of gas 
or electricity or an improvement in the qual- 
ity thereof. Such an order may like- 
wise be made by the Department, after notice 
and hearing as aforesaid, upon its own mo- 
tion. 
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and were so heard on those dates. 


At the hearing on the merits, in 
addition to oral testimony by officers 
of the Company and of Eastern, there 
were received in evidence, among 
other exhibits, the following: the 
Company’s annual returns to the De- 
partment 1941 to 1945 inclusive; the 
original contract between the Compa- 
ny and Eastern dated April 24, 1942, 
the amended contract dated June 29, 
1942, the Department’s decision and 
order approving the latter and the 
transcript of hearings held in connec- 
tion therewith in D.P.U. 6818; the 
Department’s decision and order of 
June 30, 1942, in D.P.U. 6835 and the 
Company’s schedules of rates and 
charges filed in connection therewith. 

From the evidence, the following 
appeared : 

[5, 6] Prior to and during the 
negotiations between the Company 
and Eastern for the contract which 
we approved, in its amended form, in 
D.P.U. 6818, Eastern was experienc- 
ing substantial increases in the cost of 
fuels which it used in manufacturing 
gas, which increases were occasioned 
by wartime conditions, resulting es- 
pecially from changes in methods of 
fuel transportation. The purpose of 
the fuel clause in this contract (herein- 
after referred to as the “contract fuel 
clause” supra, pp. 2, 3) was to enable 
Eastern to recover from the Company 
the variable amount of such increases 
in the cost to Eastern of fuel allocable 
to gas production. 

At the time of the proceedings in 
D.P.U. 6818, the Emergency Price 
Control Act of 1942 was in effect. 
Under the provisions of said act there 
were exempted from OPA price regu- 
lation the prices charged by various 


public utilities whose prices were being 
regulated by appropriate state and 
Federal regulatory Commissions, in- 
cluding this Department. According- 
ly, the prices charged to customers by 
the Company, which is a public utility 
within the meaning of the Emergency 
Price Control Act of 1942, have never 
been fixed or regulated by the OPA. 
Eastern, however, because it did not 
sell gas to the public generally, was not 
classed as such “public utility,” but 
was classified by the OPA as a coke 
and chemical plant, and the “ceiling 
price” that Eastern might legally 
charge for gas sold by it was fixed 
at the highest price charged by it in 
March, 1942. This maximum price 
was 30 cents per hundred cubic feet. 

The petition in D.P.U. 6818 was 
filed on April 24, 1942. The hearings 
thereon were held on May 11, 12, and 
19, 1942. On May 8, 1942, Eastern 
filed a petition with the OPA for ex- 
emption from the price-fixing provi- 
sions of the applicable OPA regulation 
so far as related to sales of gas by 
Eastern. This petition by Eastern, 
which was pending during the pend- 
ency of D.P.U. 6818 has never been 
favorably acted upon by the OPA. As 
a result, at no time material hereto, 
could or did Eastern legally charge the 
Company more than Eastern’s “ceiling 
price” for gas. The contract fuel 
clause has as a consequence been 
wholly inoperative throughout the 
period in question, and at no time has 
the Company directly paid anything 
to Eastern under or on account of the 
contract fuel clause. 

The fuel clause contained in the 
schedules filed by the Company on 
April 25, 1942, in D.P.U. 6835 (here- 
inafter referred to as the “customers 
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fuel clause,” supra, pp. 4, 5) was in- 
tended to enable the Company to 
transmit to and recover from its cus- 
tomers anticipated increased costs to 
the Company under the contract fuel 
clause. That it was so understood by 
the Company and by this Department 
is abundantly clear from the evidence. 
It was so testified herein by Company 
representatives, and Schedule M.D.P. 
U. No. 99, filed by the Company and 
subsequently disallowed by the Depart- 
ment in D.P.U. 6835, was explicit in 
this respect, reading as follows: 

“Whenever the price for coke oven 
gas purchased by the company under 
the contract effective June 1, 1942,* 
is increased by application of the fuel 
charge in such contract, then the price 
of all gas sold to consumers shall be 
increased 1/10 mill per 100 cubic feet 
for each 9/10 mill per 1000 cubic feet 
of such increase in the contract price.’”® 

Further, it was expressly stated by 
the Department in its opinion of June 
30, 1942 in D.P.U. 6835: 

ee This fuel charge 
in Schedule No. 99 is predicated and 
based on the approval by the Depart- 
ment of a proposed contract entered 
into by the we with 
Eastern 

The provisions of the con- 

tract for purchase as approved by the 
Department provide that the 
Company shall pay increased prices for 
gas varying with the cost of fuel to the 
producer company and it is not unrea- 
sonable or unjust that these charges 
should in turn be transmitted through 
the means of an appropriate fuel 
charge to the customers of the 


“ 


Company. To that end a reasonable 
fuel charge should be provided in the 
schedules of the Company to 
recover a fair and equitable portion of 
the increment cost of coal which may 
be justly allocated to gas manufac- 
tured. 

* (T)he proposed increase in 
cost to the Company : 
should properly be transmitted to the 
consumers of gas at the earliest pos- 
sible date to preserve and maintain the 
service and efficiency of the 
Company.” 

The existing customers’ fuel clause 
is contained in Schedule M.D.P.U. 
No. 100, which is textually identical 
to the form ordered to be filed in 
D.P.U. 6835 (supra, pp. 4, 5). 

Although the contract fuel clause 
never came into operation, and al- 
though in fact the average price for 
gas paid by the Company to Eastern 
during 1942-1945 was less than the 
average price so paid in 1941 (due to 
discounts on substantially increased 
amounts of gas purchased) the Com- 
pany began in 1942 to make a fuel 
charge to customers under the cus- 
tomers’ fuel clause, and has continued 
to do so at all times material hereto. 
This fuel charge was “pegged” at 
$.003 per hundred cubic feet and the 
Company’s monthly bills to customers 
contained the following legend: 

“The amount shown below includes 
the fuel charge of $.003 per hundred 
cubic feet of gas used during the cur- 
rent period.” 

During 1942-1945, fuel charges 
collected from customers were, by the 





*This reference is to the Company’s pro- 
posed contract of Leer —" ” te with East- 
ern, involved in D.P.U. 68 

St is clear from the = opinion 
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in D.P.U. 6835, that the disallowance of 
M.D.P.U. No. 99 was for technical reasons, 
resulting from modification, on June 29, 1942, 
of the contract fuel clause. 
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Company’s own estimate, $1,284,246. 
These collections, when made, were 
never segregated on the Company’s 
books® and went into the Company’s 
general treasury. To the extent that 
they increased the company’s revenues, 
they made possible, as the Company’s 
officials testified, the payment of 
larger dividends to Eastern by the 
Company. Eastern thus indirectly re- 
covered a portion of its increased fuel 


Average Price 
Paid Per 
Hundred 

Cubic Feet 
of Gas 


costs, although it is clear from the 
evidence that no payment under the 
contract in excess of that permitted by 
Federal law was directly made by the 
Company to Eastern. 

The prices paid for gas, estimated 
amounts collected as fuel charges, net 
earnings of and dividends paid by the 
Company are shown in the following 
table: 


Estimated 
Fuel Charges 
Collected 
from 
Customers 

$(None) 
156,173. 


357,785. 


Adjusted Dividends 
Net Earn- Per 
ings Per Share 


Total 
Dividends 
Paid 
$791,940. 
871,134. 
1,267,104. 


379,307. : : 950,328 


390,981 


On the evidence, we find and rule 
that the collections made by the Com- 
pany from its customers as a fuel 


charge under the customers’ fuel clause 
(D.P.U. 6835, Schedule M.D.P.U. 
No. 100) were unauthorized and not 
in conformity with our order. The 
Department has no power in this case 
to make any order retroactively affect- 
ing the Company’s rates. Nor can we 
enforce reparations. We here attempt 
to do neither, since any remedy that 
may exist is not within the jurisdiction 
of this Department. 

The Company has urged that its ac- 
tion was legal and in literal compliance 
with the text of our order in D.P.U. 
6835. 


1,029,552. 


We cannot agree with its argument: 

The Company contends that Sched- 
ule M.D.P.U. No. 100, filed in com- 
pliance with our order of June 30, 
1942, in D.P.U. 6835 (supra, pp. 4, 
5) is textually bare of any reference 
to the contract fuel clause, that it is 
not contingent or dependent thereon, 
that it merely sets up the price of coal 
as a general measure or index of in- 
creases or decreases in the costs of gas 
distributed by it to its customers, and 
that the contract fuel clause and cus- 
tomers’ fuel clause operated independ- 
ently of each other. 

It is true that M.D.P.U. No. 100 
and the order on which it is based do 
not explicitly refer to the contract fuel 





6 Although fuel charge collections were 
never segregated, page 200 of the Company’s 
return to the Department for the year 1942 
contained the following: 

“Note: A contingent liability of $191,083.50 
for a fuel charge included in the purchased 
gas contract approved by the Department of 

ublic Utilities on June 30, 1942, is not in- 
cluded in the liabilities, and has not been in- 
cluded in the expenses, of the year because 
the payment of this fuel charge is subject to 
the approval of the Office of Price Adminis- 
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tration, and no action has yet been taken by 
it on the seller’s application for such ap- 
proval.” 

The Company’s 1943 return contained a 
similar note as to a “contingent liability of 
$628,265.81.” 

The 1944 and 1945 returns contained no 
such statements because by then the Company 
had concluded that “there would be no retro- 
active order by the OPA” and that it, there- 
fore, had no such contingent liability. 
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clause, thus differing in this respect 
fom M.D.P.U. No. 99 (supra, 
p. 12). But it is clear from the text 
of the accompanying opinion in D.P. 
U. 6835 that the customers’ fuel clause 
was predicated upon the contract fuel 
clause and was intended to operate as 
a means of transmitting to and collect- 
ing from customers amounts that the 
Company might have to pay to East- 
ern under the contract fuel clause. 
More important, it was several times 
admitted in these proceedings by the 
Company’s officials that M.D.P.U. 
No. 99 was intended so to operate and 
that the Company was aware of the 
language used by us in our said opin- 
ion. Moreover the record is bare of 
any evidence that the Company, in D. 
P.U. 6835, urged upon this Depart- 
ment the general cost of coal or any 
other commodity as an index of in- 
creased costs justifying a customers’ 
fuel clause in its rate structure. 

We cannot agree that our order in 
D.P.U. 6835 is so far separable from 
its accompanying opinion that the 
plain language of the latter must per- 
force be wholly disregarded, and we 
find unconvincing the Company’s tes- 
timony that the cost of coal was set up 
as an independent measure of cost of 
gas to the Company. 

[7,8] In further justification of its 
position, the Company argues that its 
action has actually benefited its cus- 
tomers, since if the Company had not 
made these fuel charge collections, it 
would have been forced to file a sched- 
ule of higher rates, prices, and charges, 
because of general increased operating 
costs. Partly for this purpose, the 
Company introduced evidence of in- 
creased operating costs since 1942. 

It is possible that the Company’s 
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contention may factually be true. We 
make no finding whatever in this re- 
spect, as the general subject-matter 
of the Company’s rate structure and 
earnings is outside the scope of these 
proceedings. However, the Compa- 
ny’s position is wholly untenable, for 
it has no right to charge customers, 
indirectly, amounts which it might 
obtain from customers directly and 
legally by following the procedures 
outlined in G. L. (Ter. Ed.), Chap 
164, § 94, relative to the filing of 
schedules of rates, prices, and charges. 
As creditable as the Company’s mo- 
tives may have been, and even though 
it might be shown that its customers 
actually benefited thereby, the Com- 
pany’s unilateral action in this respect 
did not conform to law, and its good 
faith and good motives cannot supply 
the deficiency of legal authorization 
to make the fuel charges which in fact 
it did make. 


[9] The Company has argued that 
the Department is not merely power- 
less to make any order retroactively 
affecting its rates, but that there are 
other limitations on our order-making 
power in these proceedings. After 
pointing to its actual earnings per 
share during 1942-1945, which it 
regards as inadequate even with the 
inclusion of the fuel charge collections, 
it contends that in making any order 
the Department must take into con- 
sideration the Company’s present in- 
come and expense, and therefore may 
not make any order, either by way of 
abolition or reduction of the fuel 
charge or amendment or classification 
of our order in D.P.U. 6835, the ef- 
fect of which will be to reduce the 
Company’s earnings below a reason- 
able rate of return. In other words, 
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the Company says that the Depart- 
ment cannot either terminate or alter 
the fuel clause, if the result will de- 
prive the Company of any revenue, 
without simultaneously substituting 
something in place of such revenue, so 
that the Company will earn as much 
as it has been earning heretofore. In 
this connection, the Company intro- 
duced evidence of increased costs of 
operation and other data which would 
be pertinent in a general rate case. 

In our opinion the Company’s argu- 
ment is based on a mistaken theory of 
the purpose and scope of these two 
proceedings, neither of which involves 
any questions relating to the adequacy 
or inadequacy of the Company’s gen- 
eral rate structure. 

[10] The petition in D.P.U. 7450 
complains neither of the propriety of 
the Company’s contract with Eastern 
nor of the justness and reasonableness 
of the Company’s schedule of rates, 
prices, and charges, including the 
formula included in the customers’ 
fuel clause. It complains merely of 
the Company’s actual practices under 
the customers’ fuel clause, which prac- 
tices it contends resulted in collections 
in excess of those permitted by our 
order in D.P.U. 6835. The petition- 
ers’ counsel properly disclaimed any 
intention or attempt to go into the 
adequacy or inadequacy of the Com- 
pany’s rate structure, and it would not 
have been open to him to do so under 
that petition even if the Company’s 
earnings had been shown to be greatly 
in excess of what they were. 

Likewise, our investigation in D. 
P.U. 7465 was expressly limited to 
“the price of gas sold and delivered. 

so far as relates to charges 
under fuel clause contained in 
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existing schedules,” and the record 
shows that at the outset of our hear- 
ing on the merits the presiding Com- 
missioner announced that the scope of 
the hearing was limited to the facts as 
to the Company’s actual collection 
practices under the customers’ fuel 
clause, and that questions of the Com- 
pany’s general rate structure were not 
involved. 

In point of fact, no evidence was of- 
fered which had the slightest tendency 
to show that the actual rates contained 
either in the contract fuel clause or the 
customers’ fuel clause are in any way 
unjust or improper or ought now to be 
disallowed. 

[11] We therefore have no occa- 
sion to disturb either fuel clause so far 
as the rates therein contained are con- 
cerned. We have, however, found 
and ruled that our order in D.P.U. 
6835 was intended to operate as a 
means of reimbursement to the Com- 
pany for payments actually made to 
Eastern by reason of the contract fuel 
clause. Under such circumstances, 
we have the power to make an appro- 
priate order requiring the filing of a 
new customer’s fuel clause containing 
the same fuel charges but phrased in 
such language as to make crystal clear 
the conditions under which it shall op- 
erate (See, also G. L. (Ter. Ed) Chap 
164, § 76). If the effect of such order 
is to reduce the Company’s earnings 
below a reasonable rate of return, then 
the initiative in that respect must rest 
on the Company, which has and at all 
times has had the statutory right to 
file a new schedule of rates, prices, and 
charges. G. L. (Ter. Ed.) Chap 164, 
§ 94. 

On the other hand, by means of 
such an order and at such time as the 
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fuel clause in the contract with East- 
ern becomes operative due to the 
permanent removal of Federal restric- 
tions thereon, the Company will be 
able to make lawful collections of fuel 
charges under the customers’ fuel 
clause, without further application to 
this Department. 

The petitioners in D.P.U. 7450 
argue that “the order of the Depart- 
ment dated June 30, 1942” be declared 
null and void and be revoked, first, 
because no notice or hearing were 
given or held in connection therewith 
and, second, because the Department 
was powerless to authorize a price for 
gas in excess of that permitted under 
applicable OPA regulations. 

[12] The Department promulgated 
two orders on June 30, 1942, in D. 
P.U. 6818 and D.P.U. 6835, respec- 
tively. D.P.U. 6818 dealt with the 
contract between the Company and 
Eastern. Taking judicial notice of the 
contents of our docket in said D.P.U. 
6818, we find that the provisions of 
law relative to notice and public hear- 
ing were fully complied with ; that pub- 
lic hearings were held on May 11, 12, 
and 19, 1942; that thereafter all par- 
ties appearing in said proceedings 
participated in conferences which re- 
sulted in an amendment to the contract 
which was subsequently approved by 
the Department; and that no party 
sought a review of said order in the 
supreme judicial court, a course which 
was open under G. L. (Ter. Ed.) 
Chap 25, § 5. In our opinion the 
amendment as filed did not constitute 
such an alternation of the proposed 
contract as to require proceedings de 
novo, and the conferences which took 
place were proper practice under the 
circumstances. 
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As to our order of June 30, 1942, in 
D.P.U. 6835, which dealt with the 
schedules of rates, prices, and charges 
filed by the Company under the au- 
thority of G. L. (Ter. Ed.) Chap, 
164, § 94, no notice or public hearing 
were required by law in connection 
therewith. 

[13, 14] As to the effect of the 
Emergency Price Control Act of 1942 
on the jurisdiction and powers of this 
Department, that law and the Federal 
regulations issued thereunder express- 
ly preserved to this Department juris- 
diction over the rates charged to cus- 
tomers by the Company, and in our 
opinion our jurisdiction over the con- 
tract between the Company and East- 
ern was never ousted by Federal law, 
especially in view of our specific stat- 
utory duties under Stat 1903 Chap 
417, § 6. The sole effect of the appli- 
cable Maximum Price Regulation was 
to render inoperative the provisions of 
the contract fuel clause during the ef- 
fective period of said regulation. 

The petitioners in D.P.U. 7450 filed 
fourteen requests for rulings, which 
are herein incorporated by reference. 
We grant Nos. 3, 6, and 8. We deny 
Nos. 1, 2, 10, 11, 12, 13, and 14. For 
reasons stated in our opinion, we deny 
Nos. 4, 5, 7 and 9 as applied to the 
facts appearing in these proceedings. 

Accordingly, after notice, public 
hearing, investigation, and considera- 
tion in each of D.P.U. 7450 and 
D.P.U. 7465, it is: 

Ordered (in D.P.U. 7450) that the 
motion to dismiss filed in these pro- 
ceedings by the Boston Consolidated 
Gas Company be and hereby is dis- 
missed; and it is 

Further ordered (in each of D.P.U. 
7450 and 7465) that the Boston Con- 
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solidated Gas Company file with the 
Department on or before July 31, 
1946, to become effective August 1, 
1946, an appropriate schedule setting 
forth therein a fuel charge to which 
reference and application may be made 
by various other schedules, which 
fuel charge shall read as follows: 
“Whenever the price for coke oven 
gas purchased by the Company under 
the contract approved June 30, 1942, 
is increased by application of the fuel 
clause in such contract, then the price 
of all gas sold to consumers shall be 
increased one-tenth mill per one hun- 
dred cubic feet for each whole 2} cents 
by which the cost of coal exceeds 
$5.78 per gross ton during the three 
months period ending one month prior 
to the effective date hereof, provided 
that such increase shall be adjusted 
October 1, 1946, and every three 
months thereafter on the same basis. 


The cost of coal shall be the average 
cost of coal delivered f.o.b. the plant 
of the producer from whom the Com- 
pany purchases the major portion of 
all gas sold by it, provided that the 
cost of the different kinds of coal used 
in determining such average cost shall 
not exceed the cost of coal of similar 
specifications delivered f.o.b. the plant 
of the Lynn Gas and Electric Company 
or f.o.b. the electric generating stations 
of the Boston Edison Company.” 

And it is 

Further ordered (in D.P.U. 7465): 
That the Department’s investigation, 
upon its own motion (D.P.U. 7465) 
of the price of gas sold and delivered 
by the Boston Consolidated Gas Com- 
pany, so far as relates to charges made 
to its customers under fuel clause con- 
tained in existing schedules of rates, 
prices, and charges be and hereby is 
terminated and discontinued. 





FEDERAL POWER COMMISSION 


Re City of Lockport et al. 


Projects Nos. 1217, 16 
April 23, 1946 


PPLICATION for amendment of power project license to per- 
mit additional diversion of water; dismissed. 


Water, § 18.2 — Diversion for hydroelectric project. 

An application for amendment of a power project license to include author- 
ization to divert and use an additional amount of water at Niagara Falls 
for power purposes, under the Treaty of 1910 between the United States 
and Canada, should be denied when the company does not show that such 
amendment would be in the public interest, or that such diversion and use 
through existing facilities would be best adapted to a comprehensive plan 
for developing the Niagara river or best adapted to a comprehensive plan 
for improvement and utilization of water power development or the water 
power resources of the region, although continuous temporary diversion 
and use of such water may be continued. 
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Order Dismissing Applications and 
Granting Temporary Authorization 

By the Commission: Upon con- 
sideration of an application filed 
August 15, 1934, by the city of 
Lockport, New York, for license 
for Project No. 1217 and upon con- 
sideration of application filed April 
23, 1936, by The Niagara Falls 
Power Company for amendment of 
the license for Project No. 16; and 

It appearing that: (a) both of the 
above applications sought author- 
ity to divert from the Niagara riv- 
er, New York, and use for the gen- 
eration of hydroelectric energy 275 
cubic feet seconds of water, the last 
portion of water which may be di- 
verted and used for power purposes 
under the Treaty of 1910 between 
the United States'and Canada, The 
Niagara Falls Power Company al- 
ready being authorized to divert and 
use 19,725 cubic feet seconds of 
water through Project No. 16 lo- 
cated in Niagara Falls, New York. 
(b) Extensive hearings were held 
on the proposals at which repre- 
sentatives of the state of New 
York, the Seneca Indians, the city 
of Lockport and the company par- 
ticipated; (c) A petition filed by the 
Seneca Indians for permission to 
intervene in the proceedings has al- 
ready been dismissed; (d) The ap- 
plication filed by the city of Lock- 
port has not been pressed and the 
city has not shown any intention to 
proceed with the plans submitted; 
(e) The company has not shown 
that diversion and use of the 275 
cubic feet seconds in question 
through its existing facilities would 
be the most efficient use which can 
be made of such water at Niagara 
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Falls or would generate the largest 
amount of power which could be 
generated by the use of such water 
in this region; 

The Commission finds that: (1) 
The application filed by the city of 
Lockport for Project No. 1217 should 
be dismissed; (2) The company has 
not shown that amendment of the li- 
cense for Project No. 16 to authorize 
diversion and use of the 275 cubic 
feet seconds in question would be in 
the public interest, or that such diver- 
sion and use through its existing fa- 
cilities would be best adapted to a 
comprehensive plan for developing the 
Niagara river or best adapted to a 
comprehensive plan for improvement 
and utilization of water power de- 
velopment or the water power re- 
sources of the region; (3) The ap- 
plication filed by the company for 
amendment of the license for Project 
No. 16 to authorize diversion and use 
of the 275 cubic feet seconds in ques- 
tion should be dismissed; (4) Con- 
tinued temporary diversion and use of 
the 275 cubic feet seconds in question 
by the company through its existing 
facilities in Project No. 16 should be 
authorized until issuance of a license 
authorizing other diversion or use of 
said 275 cubic feet seconds or until 
other circumstances justify termina- 
tion of such temporary authorization. 

It is ordered that: (A) The ap- 
plication of the city of Lockport for 
license for Project No. 1217 be hereby 
dismissed; (B) The Application of 
The Niagara Falls Power Company 
for amendment of license for Project 
No. 16 to include authorization to di- 
vert and use 275 cubic feet seconds be 
hereby dismissed; (C) The Niagara 
Falls Power Company is hereby au- 
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thorized temporarily to continue to di- 
vert and use said 275 cubic feet sec- 
onds of water under the same terms, 
conditions, restrictions, and provi- 


sions as presently carried in the 
amended license for Project No. 16 
authorizing diversion and use of 19,- 


725 cubic feet seconds; provided, that 
this temporary authorization shall 
terminate upon the further order of 
the Commission or upon the issuance 
of a license otherwise authorizing the 
diversion and use of said 275 cubic 
feet seconds 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Cambridge Electric Light Company 


D. P. U. 7452 
July 16, 1946 


aoe for authority to issue notes to pay for additions to 
electric plant; approved with limitations. 


Security issues, § 52 — Necessity of issuance — Plant replacement fund. 
A utility company will not be permitted to issue notes in return for outside 
loans for additions to its plant until plant replacement fund assets have 
been utilized, since minimized outside borrowing effects reduced operating 
expenses. 
¥ 


By the DeEPpARTMENT: The Cam- pany filed exhibits showing the plant 


bridge Electric Light Company on 
March 28, 1946, petitioned the De- 
partment for authority to issue its 
notes from time to time up to an 
amount not exceeding at any one time 
$3,338,000, all of such notes to be 
dated prior to March 31, 1948, to 
mature not later than December 31, 
1951, and to bear interest at a rate not 
exceeding 2 per cent per annum; said 
notes to be issued in order to provide 
funds as the same may be required 
from time to time to pay for necessary 
additions to its plant and property and 
to retire existing bank debt maturing 
June 30, 1946, in the principal amount 
of $500,000. 

After due notice a public hearing 
was held on April 30, 1946, at which 
no one appeared in opposition to the 
petition. At said hearing the com- 
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expenditures since the last permanent 
financing (D. P. U. 1200—May 24, 
1923) and outlining in detail the con- 
templated future construction with the 
amounts of money required therefor. 
The total of proposed capital expend- 
itures for the period January 1, 1946, 
to December 31, 1948, aggregates $4,- 
399,500. The principal project for 
which the borrowing is required is a 
new steam generating plant to be lo- 
cated on First street, Cambridge. It 
was estimated in January, 1946, that 
this new generating plant consisting of 
a 15,000 kilowatt turbine generator 
and two 200,000-pound per hour 
high pressure boilers, together with 
the necessary structures and acces- 
sory equipment will cost $3,560,300. 
The remaining balance of estimated 
plant expenditures is made up of nu- 
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merous small projects. Anticipated 
retirements of plant within this period 
are estimated to be but $319,900. 

Subsequent to this petition and pub- 
lic hearing the company filed with the 
Department a petition for authority to 
issue its common stock to retire the 
above-mentioned outstanding bank 
debt of $500,000. The Department 
on June 28, 1946, issued an order ap- 
proving the issuance of 3,400 shares 
of common stock to retire said bank 
debt (D. P. U. 7495). With the is- 
suance of these shares the company 
will have 65,800 shares of common 
stock outstanding with a par value of 
$25 per share, totaling $1,645,000. 
Premium paid in on the stock will 
total $1,203,000 and there will be no 
bank debt. The plant investment of 
the company on December 31, 1945 
was $8,631,237.56 and the deprecia- 
tion reserve on the same date was $3,- 
780,515.42 or 46.14 per cent of the 
depreciable property of the company. 
The total corporate surplus of the com- 
pany on December 31, 1945, was $,- 
429,771.10 and of this amount $3,- 
678,700.77 is represented by “Surplus 
Invested in Plant.” 

It has been the policy of the com- 
pany in recent years to fund its depre- 
ciation and on December 31, 1945, 
the company had a fund entitled 
“Plant Replacement Fund Assets” of 
$1,521,605.46. Due to lack of ma- 
terials during the war years replace- 
ments of plant have been at a minimum 
and the fund has increased to this rel- 
atively large amount. Income from 
the fund is small and is well below the 
rate of interest to be paid on the pro- 
posed borrowings. It is estimated 
that Plant Replacement Fund Assets 
to become available within the period 
of the proposed construction program 
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will total $2,518,111. As is apparent, 
the borrowing contemplated by-this pe- 
tition will only finance in part the 
planned construction. The balance of 
the funds required are to be made 
available from Plant Replacement 
Fund Assets. A footnote on the com- 
pany’s exhibit filed at the hearing reads 
as follows: “Borrowing from Plant 
Replacement Assets would replace 
with new property, property not yet 
retired as of December 31, 1948. It 
would be expected that if the require- 
ments of the company for financing 
new equipment subsequent to Decem- 
ber 31, 1948, necessitated new capital 
to an extent greater than the amount of 
net additions in the period, this bor- 
rowing from Plant Replacement As- 
sets would be considered to have been 
an advance replacement of property 
then retired to the extent of the bor- 
rowing, i.e. $1,024,248.14.” 

The company has been hesitant to 
use this fund for additions to its 
plant and property and has limited its 
use strictly for replacement purposes. 
It was stated by the company’s repre- 
sentatives that retention of such a sum 
was considered essential under the 
long-established practice of the De- 
partment in limiting amounts of per- 
manent financing approved to “net 
additions” to property, plant and 
equipment since the balance sheet 
date of the last previously ap- 
proved financing. This practice, 
in their judgment, makes incum- 
bent upon the company retention 
of an amount in Plant Replacement 
Fund Assets or correspondingly liquid 
resources of the maximum amount by 
which potential replacements within a 
year might exceed the funds to be set 
aside for depreciation in that year. 
We are of the opinion that under 
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the prevailing circumstances the 
amount in the “Plant Replacement 
Fund Assets” over and above the ac- 
cumulations of the three years preced- 
ing the borrowing, which we feel 
would be a sufficient sum to take care 
of the maximum replacement require- 
ments in any one year, should be used 
for plant purposes before outside bor- 
rowing is made. We are informed 
that the funds available at December 
31, 1945, under this rule amounted to 
$684,959, and that by the end of the 
proposed 3-year construction period 
the entire amount of $1,521,605 now 
available will have been so utilized 
and that under present estimates the 
amount of Plant Replacement Fund 
Assets retained at December 31, 1948, 
will be reduced to approximately 
$700,000. The company will in ef- 
fect be borrowing from itself and in 
subsequent petitions for the issuance 
of permanent financing amounts so 
borrowed and shown to have been in- 
vested in additional property, plant 
and equipment will be available for in- 
creasing the amount of net additions 
for the period against which the issu- 
ance of securities should be authorized. 
No hardship will then result upon the 
company in future permanent financ- 
ing, tentative plans for which were 
disclosed in the exhibit. 

In our opinion, such a procedure is 
definitely in the public interest, for by 
minimizing the necessity of outside 
borrowing, it will tend to reduce the 
company’s operating expenses. 

The accounting and engineering 
divisions of the Department have 
checked the accounts and inspected the 
property of the company as of De- 
cember 31, 1945, and recommend that 
the petition be granted and at such 


time as the company applies for per- 
manent financing of the proposed new 
construction a check of the accounts 
and an inspection of the property will 
then be made by the divisions. 

Accordingly, after notice, public 
hearing, investigation, and considera- 
tion, the Department 

V otes, that the issuance of evidences 
of indebtedness payable at periods of 
more than one year after the date 
thereof in such amounts that the prin- 
cipal of such notes outstanding at any 
one time shall not exceed $3,338,000 
is reasonably necessary for the pur- 
poses for which such issue of notes 
has been authorized, provided that 
such notes may not be issued other 
than to provide additional funds re- 
quired after utilizing all Plant Re- 
placement Fund Assets other than 
those accumulated in the three years 
preceding the first of the month in 
which the initial notes under this au- 
thorization may be issued ; and it is 

Ordered, that the Department, sub- 
ject to the limitation hereinbefore 
voted, hereby approves and author- 
izes the issue by the Cambridge Elec- 
tric Light Company of evidences of 
indebtedness, payable at periods of 
more than one year after the date 
thereof in amounts not exceeding a 
maximum of $3,338,000 to be con- 
currently outstanding, all of such notes 
to be dated prior to March 31, 1948, 
to mature December 31, 1951, and to 
bear interest at a rate not exceeding 
2 per cent per annum, the proceeds of 
such notes to be used as may be re- 
quired from time to time to pay for 
necessary additions, extensions, and 
betterments to the plant and property 
of said company, and for no other 


purpose. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


$37,000,000 Program Planned 
By Ohio Public Service 
A 


$37,000,000 construction program was an- 

nounced recently by the Ohio Public Serv- 
ice Company as it officially celebrated its 25th 
anniversary. 

R. E. Burger, president, said the expansion 
program was already under way and would be 
spread over the next five years. 

Principal units in the program are three addi- 
tions to generating stations, two near Bellaire 
and one at Lorain, and improvements to other 
generating plants at Warren, Marion, and 
Mansfield. Cost of this work will be approxi- 
mately $20,000,000. 

The rest of the expense will go into build- 
ing new transmission lines and auxiliary facili- 
ties. 


Plans to Increase Natural Gas 
Transmission Facilities 


HE Hope Natura Gas Company, Clarks- 

burg, West Virginia, has applied for 
authority to construct additional gas trans- 
mission facilities in West Virginia at an ap- 
proximate cost of $4,600,000. 

The construction proposed includes installa- 
tion of an aggregate of 2,400 HP compressor 
capacity at the Oscar Nelson station in Wyo- 
ming county, an aggregate of 1,600 H Pcompres- 
sor capacity at the Loup Creek station in 
Wyoming county, an aggregate of 2,400 HP 
at Jones Compressor station in Gilmer county, 
and an aggregate of 4,000 HP compressor 
capacity in Hastings compressor station in 
Wetzel county, together with a new boiler of 
125,000 pounds per hour capacity. Loop lines 
proposed consist of 20-inch pipe line aggregat- 
ing about 58 miles. 


New Bulletin on Jacks 
for Utilities 
t Fg ors the Utilities World with Simplex 


Jacks” is the title of Bulletin U46, re- 
cently published by Templeton, Kenly & Com- 
pany, 1020 South Central avenue, Chicago 44, 
Illinois. 

This attractive 8-page bulletin illustrates and 
contains full information, specifications, and 
prices on the various Simplex jacks used by 
electric, telephone, telegraph, gas, and water 
companies, and Federal, state, and municipal 
departments. 

In addition to the Simplex Jacks which have 
been widely used by the utilities for decades, a 
number of new jacks are shown. 


Philadelphia Electric Co. Will 
Install Two New Generators 
‘oo Philadelphia Electric Company will in- 

stall two new generators in its Barbadoes 
Island electric generating station, in Norris- 
town, Pa., to meet increasing demands for elec- 
tric power. 

Work will be started as promptly as possible, 
with the first unit scheduled to be in operation 
in the fall of 1948. 

H. P. Liversidge, president, in making the 
announcement said that eiectric power demands 
in the metropolitan Philadelphia area are in- 
creasing rapidly. Even with the additional 
power to be produced soon by two new 150,000- 
kilowatt generators being installed in the com- 
pany’s Southwark generating station in Phila- 
delphia, it is estimated the steady growth in 
demand in this area will require additional elec- 
tric generating facilities if 1948. This will be 
met by enlarging the Barbadoes Island station. 
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NOV. 21, 1946 


Named Merchandising Super- 
visor for Fluorescent Products 


R. Arcuer has been named merchandis- 
F. ing supervisor of fluorescent products 
for Sylvania Electric Products Inc., according 
to an announcement made by B. K. Wickstrum, 
general sales manager of the lighting division. 
In his new capacity Mr. Archer, who has 
been with Sylvania Electric since 1940, will be 
responsible for the promotion of the company’s 
line of cold cathode fluorescent tubing, long 
slim fluorescent and cold cathode “K” lamps. 
Previously, he supervised the sales and deveiop- 
ment of photographic lamps, and during the 
war he was product manager of Marine light- 
ing working with the submarine section of the 
United States Navy. 


New Lightning Arrester 
For Rural Lines 


HE Hi-Stroke Rural Arrester, a newheavy- 

duty expulsion-type arrester for lightning 
protection on rural lines has been announced 
by the transformer division of the General 
Electric Company. The new arrester is de- 
signed specifically for rural systems and is 
available in 6- and 9-Kv ratings. 

A unique feature of this arrester is the 
location of the internal gap in an interrupting 
chamber which contains gas-evolving material 
in the form of cellulose fiber spheres. A re- 
serve column of spheres located above the in- 
terrupting chamber compensates for power- 
current erosion by replenishing the supply of 
the spheres in the arc interrupting chamber 
after each discharge of the arrester. 


New Standards for Three-phase 
Distribution Transformers 


TANDARDS for three-phase, pole-type dis- 

tribution transformers, rated 150 kva and 
smaller have been published in the third report 
of the Edison Electric Institute-National Elec- 
trical Manufacturers Association Joint Com- 
mittee on Standards for Distribution Trans- 
formers. 

The committee, organized to develop stand- 
ards for the entire range of single-phase and 
three-phase distribution transformers, has 
published two earlier reports, The first cov- 
ered single-phase, pole-type units, of 25 kva 
and smaller; the second extended single-phase 
ratings through 100 kva. The committee plans 
to carry on its work both with respect to rat- 
ings on which reports have been issued, and 
on additional ratings within its scope. 


Okonite Bulletin Describes 
Asbestos Protected Cables 


NEW illustrated bulletin describing the 

principal types of Okobestos heat and 
corrosion resistant wires and cables has been 
issued by The Okonite Company. It has been 
prepared to furnish an over-all picture of a 
group of products each insulated with im- 
pregnated felted asbestos and designed to 


transmit electrical. power uninterruptedly 
where high temperatures are encountered in 
continuous service. 

Among the types of Okobestos wires and 
cables described in this 8-page reference 
lication are power cables, apparatus les, 
multi-conductor controi cables, switchboard 
wires and appliance wire. 

The new folder includes detailed informa- 
tion about all principal standard Okobestos 
constructions as well as the voltages, operating 
temperatures and work locations for which each 
type is recommended, Known as bulletin OK- 
2061, it is available upon request made to The 
Okonite Company, Passaic, New Jersey. 


Construction Loans Announced 


ONSTRUCTION loans—chiefly for distribu- 
tion lines, system improvements or new 
or additional generating capacity—recently 


were made to the following enterprises by the ~ 


Rural Electrification Administration: 

Delaware Rural Electric Association, Green- 
wood, Del., $227,000. 

McDonough Power Codéperative, Macomb, 
Ill., $265,000. 

Whitley County Rural Electric Membership 
Corporation, Columbia City, Ind., $120,000 

Decatur County Rural Electric Membership 
Corporation, Greensburg, Ind., $140,000. 

Eastern lowa Light and Power Cooperative, 
Davenport, Iowa, $350,000. 

Green River Rural Electric Codperative Cor- 
poration, Owensboro, Ky., $632,000. 

Lake Region Codperative Electrical Associa- 
tion, Pelican Rapids, Minn., $550,000 

Roosevelt County Electric Cooperative, Inc., 
Portales, N. M., $520,000. 

Blue Ridge Electric Membership Corpora- 
tion, Lenoir, N. C., $1,220,000. 

Eastern Oregon Eiectric Codperative, Asso- 
ciation Weston, Ore., $215,000. 

Whetstone Valley Electric Association, Inc., 
Milbank, S. D., $250,000. 

Dickens County Electric Codéperative, Inc., 
Spur, Tex., 

Hayfield EI Electric. Coéperative, Iron River, 
Wis., $105,000 

Mountain View Electric 
Limon, Colo., $421,000. ; 

Tri-County Electric Codperative, Inc., Madi- 
son, Fla., $188, 

South Eastern Iowa Menge Electric 
Association, Mt. Pleasant, Ia., $535,000. 

Caney Fork Electric C Seeerane, Inc., Mc- 
Minnville, Tenn., $1,025,000. 

Tri-County Electric Association, Inc., Sun- 
dance, Wyo., $855,000. 

Grady County Electric Membership Cor- 
poration, Cairo, Ga. 

Red River Valley ’ Codperative Power Asso- 
ciation, Halstad, Minn., $520,000. 

Tombigbee Electric Power 
Tupelo, Miss., $31,000. 

Lane County er Codperative, Inc., 
Eu oe Ore., $100. 

"ae a Biectrical Association, Inc., De 

Smet 


Association, Inc., 


Association, 


Lower Ah Power and Light Company, 
Freedom, Wyo., $179,000 
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To make profit from trucks—give them International Service. Here are 5 reasons 
why: 
r 1. Mechanics who furnish International Service use International-Ap- 
proved equipment for analysis and testing. 
2. They install International factory-engineered parts. 
3. They are trained in International shop methods. 
4. They are kept constantly informed of all improvements in maintenance 
and service practices. 
5. They are truck mechanics—specialists in truck service. 


Yes, the International Triple-Diamond Emblem is the symbol of the best truck serv- 
ice—a best quickly available from thousands of International Dealers and from 
International Branches—the nation’s largest company-owned truck-service organi- 
zation. 


& Tune in James Melton on “Har- 
Meter Truck Division vest of Stars” Every Sunday! NBC 

INTERNATIONAL HARVESTER COMPANY Network. See your newspaper for 

time and station. 


180 N. Michigan Ave. Chicago 1, Illinois /\ /\ 
NTERNATIONAI 
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B&W Boiler Designs 


Hicuest standards of performance with respect to 
continuity of service, dependability, over-all oper- 
ating efficiency, and greatest return on investment, 
are assured when any job of supplying steam require- 
ments for electric power generation is entrusted to 
B&W Boilers. From the time-tested, performance- 
proved B&W boiler designs — Open Pass, Radiant, 
High Head, Stirling and Integral-Furnace — you can 
always be sure of getting units having features nec- 
essary to provide economical steam generation under 
any combination of pressure, temperature, fuel and 
space requirements consistent with modern boiler 
applications. When you call on B&W for boilers and 
related equipment you call on a background of over 
60 years’ unsurpassed experience in designing and 
building steam generating units that have achieved a 
long record of highly satisfactory service in public 
utility stations in all sections of the United States. 
Among the recent installations of B&W boilers in 
this field are the designs shown on these pages. 
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OPEN-PASS BOILER — Two units of this 
design installed in eastern central station. 
Steam each—975,000 Ib. per hr. at 
1100 psi and 950 F. 
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on all types of Trenching Jobs 
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CLEVELANDS are TOUGH 


CLEVELANDS are COMPACT 
CLEVELANDS are FAST 
CLEVELANDS are POWERFUL 
CLEVELANDS are MOBILE 


THE CLEVELAND TRENCHER co. 


CLEVELAND 17, OHIO 
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THE DAVEY MOBILE MACHINE SHOP 


WELDING GENERATOR a 
POWER GENERATOR 
COMPRESSOR 
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The Davey Compressor Co., originator of e 60 c. f. m. Davey “‘Auto-Air” Compressor 
Auto-Air compressors, is pleased fo an- e 300 Ampere Welding Generator 
nounce the production of a complete, fully- e 5 KW Power Generator. 


LISS EO CRE OR WET. oo Auxiliary accessories (provided in accord- B 


Davey Mobile Machine Shop. 

ance with individual user requirements) are 
Mounted on standard long wheel base the same as those found in stationary shops. 
trucks, the shop equipment is assembled 
around three basic power units, driven For complete details on how the Mobile 
direct from the truck engine through the Machine Shop will eliminate the costly 
Davey Heavy Duty Power Take-off. practice of hauling brokenrdown equipment 
to central depots for repairs . . . save you — 
time, labor and money . . . write today for = 
Booklet E-208. 
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In addition to Mobile Machine Shops and Auto-Airs, Stes 
Davey builds a complete line of portable compressors. Des 
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COMPRESSOR CO 
There are Davey Dealers in Principal Cities PR 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
]J others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, d2sign, and construction. > » > 





Tae American Aprpraisat Company 
ORIGINAL COST STUDIES ¢e VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
od BUtterfield 8-2600 




















* 
j- 
-1bg¢d Ford, Bacon & Davis 
MS Bed VALUATIONS Engineers CONSTRUCTION 
ly REPORTS RATE CASES 
nt NEW -YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 
U 
or 
GILBERT ASSOCIATES, Inc. 
Airs | Steam, Elecwie, Geo, Hydro, POWER ENGINEERING SINCE 1906) p.oscing and Expediting, 
»ss0r's. Designs and Construction, Serving Utilities and. Industrials Ratts, Research, Reports, 


Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading © Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington © New York Accident Prevention, 








FREDERIC BR. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 
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cousruction He A. KULJIAN & COMPANY ration 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 


























WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 


J. H. MANNING & COMPANY 


120 Broadway, New York 











ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reo 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 


















SERVICE 





PUBLIC UTILITY ENGINEERING & 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 

















ENGINEERS 
AND 


CONSTRUCTORS 


SANDERSON & PORTER Sap 




















Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Iii. 
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PROFESSIONAL DIRECTORY (concluded) 





80 BROAD STREET 


The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
Water, Sewage and industrial Waste Problems 
Airfields, Refuse Ineinerators, industrial Sulldings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 








BLACK & VEATCH 
CONSULTING ENGINEERS 


Apprsisals, investigetions and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports end 
Original Cost Studies. 


910 Electric Building Indianapolis, poh 


a 


‘ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Strucrures — Urtiiimes 
F.Loop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 


A. S. SCHULMAN ELectric Co. 


Contractors 


TRANSMISSION Lings—UNpercrouND Distri- 
BUTION — Power STATION — INDUSTRIAL — 


CoMMERCIAL INSTALLATIONS 
537 SoutH Dearsorn Sr. Cricaco 














W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 





JacCKSON & MORELAND 
ENGINEERS 
PUBLIC UTILITIES—INDUST RIALS 
RAILROAD ELECTRIFICATION 


OESIGN AND SUPERVISION VALUATION: 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reports 
ip connection 


rate inquiries, fixed capital 
reclassification. nel cost, issues. 





Appraisals — Reports 
Operating — Financial — Plant 
die PS 9d ere TS 
MANFRED. K. TOEPPEN 


—— sess; 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 


ENGINEER 
CONSULTATION — INVESTIGATION — RePorts 
MARKET AND MANAGEMENT SuRvVEeYS 
VALUATION, DEPRECIATION AND Rate 
MatrTers 


261 Broadway New York 7, N. Y.° 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and Services cover a wide range of utility needs. 


A 
F 
Al & Friel, inc., Engineers 
. Ford, Bacon & Davis, Inc., Engineers 
A ican Appraisal Company, The *Ford Motor Company - 


Babcock & Wilcox C my, The *Ge i Elect 
*Baldwin Locomotive Ww The edenwal Meters T Nera 
Barber Gas Burner Company, The Gilbert Associates, Inc., “9 
Block & Veatch, Consulting Engineers *Gilbert Assoc’ lates 
*Blaw-Knox Division of Blaw-Knox Company ... Department 

Gilman, W. C., & Compa neers 
Grinnell Seoathen Inc. > 


Carter, Earl L., Consulti 
Scucbestion Meats cher _" — TT Harris, Frederic R., Inc., Engineers 
Crescent Insulated Wire & Cable Co. oe0 \ 
*Cummins pag Machines Division of = s. International Harvester Company, Inc 
J 
Jackson & Moreland, Engineers 
Davey Compressor Company Jensen, Bowen & Farrell, Engineers 
*Dave Tree Expert Gomveny. The 
Zimmermann, Engineers zs K 
ge Division of Chrysler Corp. Kinnear Mensfactering Soret. Vike. <isctes a 
Kuljian, H. A., & C 





Electric Storage Battery Company, Th 
Outside Back Cover fetee, Wapen 3. 
Electrical Testing Laboratories, Inc. ............ 29 Lucas & Luick, - 


ee Chas. T. Ine. — ag : 
ARCIl NG Manned higviiedinn. 4 Co., Inc. 
McCormick & "4 
. The 








and BURNING 


with N 
TRANSPARENT Newport News Shipbuilding & Dry Dock Co. 
P 


PLASTIC, WIRE Penn-Union Electric Corporation ..Inside Front C 
Corporation 


PROTECTORS Public Utility Engineering : Service 


Recording & Statistical Corp 
Regester, Robert A "Consulting Engineer . 


LABORATORY 
and FIELD TESTED 
Transparent PLASTIC, WIRE 
PROTECTORS are tough and re- 
sist abrasion. They prevent fraying of insulation at 
friction points, eliminate arcing and burning, in- 
crease dielectric strength and reduce current leakage 
te a minimum. 
© Lighter in weight. Inexpensive. 
@ Quicker and easier to install. 
@ Interlock. Made continuous by simple overlap. 
@ Stable and flexible at all temperatures. 
Transparent PLASTIC, WIRE PROTECTORS are now 
serving Public Utility companies satisfactorily. Your 
inquiry invited for test samples and further infor- 
mation. 


MARTIN M. STEKERT | ~stertsicstiy csvertisrs not in this iene 


45 West 34 Street New York 1,N. ¥ 




















MERCOID CONTROLS 


TEMPERATURE % PRESSURE * LIQUID LEVEL & ETC. 


lercury switches are used exclusively in all Mercoid 
Controls. X They insure more dependable control 
performance, and longer control life. = Write for 
‘atalog N° GOOA, for complete information 


HE MERCOID CORPORATION * 4201 BELMONT AVE., CHICAGO. 4], ILL 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Engineered for Power Station Needs : 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age , batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers evérywhere. 
When you buy an Exide you are 
buying the uumost of storage bat- 


tery dependability, long-life aad 

ease of maintenance. 
Whatever your storage batcery 
problems may be Exide engineets § 
will be glad to help you work 4 
them out. 


Exide 
BATTERIE S 


o 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto eh * 
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